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MYSTERY 


about an Inspection Report! 


* THE HOOPER-HOLMES BUREAU, Inc. x 


Somehow the fact that an inspector's 
business leads him into many strange 
places and close to the intimate af- 
fairs of all “ve of people suggests 
mystery an aailan require- 
ments for the accomplishment of his 
task; that every day the inspector 
holds close communion with stark 
drama and underworld tragedy. 

It may be true that the inspector oc- 
casionally finds himself in uncomfort- 
able surroundings where a cool head 
is a valuable asset, but that does not 
imply that he must be a super-man. 
His daily work demands the constant 
application of his inspection training 
just as any other highly trained in- 
dividual utilizes his knowledge and 
experience. 


When it comes to inspections and 
the preparation of reports there are 
no magic formulae, just plain, every- 
day modern business methods, sound 
selection of informants, tact and 
common sense. These attributes, we 
believe, obtain results with speed and 
satisfaction. Confidence also plays 
a large part in satisfactory inspec- 
tion reporting, but confidence should 
not. be confused with mystery. 

The nation-wide facilities of The 
Hooper-Holmes Bureau are devoted 
to the compiling of Moral Hazard 
Inspection Reports for insurance 
underwriting, credit, commercial 
and employment purposes and 
Claim Reports. Address inquiries 
to 102 Maiden Lane, New York. 
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Send 
a “BOOK” of 
POSTAL 
TELEGRAMS 


when you would 
reach a number of 
people with a single 
message in a mini- 
mum of time. Just 
ask for a Postal Tele- 
graph Representative. 


When writing to Postal 


centers on the 


POSTAL TELEGRAM 
...- ACTION FOLLOWS IT QUICKLY! 


@ The ability of the Postal Telegram to 
command the immediate attention of the 
man to whom it is addressed...to urge him 
to decide when decision is necessary ...to 
impel him to act when action is desirable 
... these are reasons why credit men use 
Postal Telegraph to collect their 
overdue accounts. 

And credit executives are using 
Postal Telegraph also because Pos- 
tal Telegraph is always fast, accu- 
rate and dependable...because it 
is part of the great International 


INTERNATIONA L 


System of coordinated telegraph, cable and 
radio facilities...and because Postal Tele- 
graph is manned by an organization trained 
to give extra service and eager to reveal 
their training. 

Use Postal Telegraph... regularly. 


Postal Telegraph is the only American tele- 
graph company that offers a world-wide service 
of coordinated record communications under 
a single management. Through the great Inter- 
national System of which Postal Telegraph is 
a part, it reaches Europe, Asia, The Orient over 
Commercial Cables, Central America, South 
America and the West Indies over All America 
Cables, and ships at sea via Mackay Radio. 
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thinking 


cures of hay fever. Rather it is an application 
of the psychology of hay fever thinking to 
economic ideas and principles. 


A very good friend of mine, Dr. A. A. Thommen, 
who is making life livable for me during hay fever 
season, recently told me an interesting story. An- 
other doctor was discussing with him the treatment 
of hay fever. This doctor had certain beliefs con- 
cerning hay fever which were without adequate or 
scientific foundation. As a result of this experience, 
Dr. Thommen prepared a paper on “Hay Fever— 
Fact, Fancy and Fallacy”, which was published in 
the August Third issue of the Medical Journal and 
Record. 


In this treatise, Dr.” Thommen said, ““There are few 
ailments concerning which there is so much general 
misinformation among the laity, and to some extent, 
among the profession as well, as hay fever.” He 
listed as some of the most important hay fever falla- 
cies the following: that hay fever is contagious; that 
Goldenrod causes hay fever; that hay fever is a dis- 
ease of the eyes and nose; that hay fever is trivial; 
that hay fever can be cured by a nasal operation; that 
hay fever is caused by hay; that hay fever is a fever, 
etc. Yet every one of these fallacies is commonly ac- 
cepted as a fact by the laity, and some of them by 
doctors. Hay fever is so commonly known that 
almost everyone professes to understand a great deal 
about it, hay fever sufferers in particular. I can think 
of nothing in contemporary life that illustrates so 
well the muddy, inaccurate and “hear-say” thinking 
of people who cannot be bothered with seeking out 
facts. People think they know so much about hay 
fever because it is 90 much talked about. 


I have reached the conclusion that hay fever think- 
ing harms our economic body just as much as hay 
fever ailments harm the human body. 

Hay fever thinking is the mental process and habit 
of believing what the largest number of people in the 
circle of one’s acquaintance believe. It is “hear-say” 
thinking. We hear someone else make a statement of 
opinion and no matter how ill-founded or inaccurate 
it may be, we repeat the statement as a fact. And 
there is no belief that an individual will defend with 
so much righteous indignation as a wrong belief. 


Fy eve is not a medical treatise on the causes and 


In the field of economics, hay-fever thinking is 
rampant. Even real leadership is powerless in the 
face of unsound, mass economic thinking. Is there 


Hay fever 
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any better example of the growth of a national calam- 
ity from the trivial incipiency of hay fever thinking 
than the market debacle in 1929? A majority of 
the literate people in this country were taking tips 
and hunches—and running margin accounts. Hear- 
say thinking superseded economic thinking. As a 
result, around six billion dollars were taken out of the 
purchasing power reservoir and money velocity chan- 
nels and congealed in brokers’ loans. Calamity and 
catastrophe followed! And the root of the whole 
trouble was hay fever thinking. 

In our economic thinking “they say” is substituted 
for “the facts indicate.” In prosperous days the man 
who warns others of economic trouble ahead is a 
‘crank and a fool.’ In depression days the man who 
sees an indication of dawn on the dark, clouded eco- 
nomic horizon is an incurable optimist. Hay fever 
thinkers are never balanced. They go to one extreme 
or the other. A brain should be like an airplane in- 
stead of a railroad locomotive. The locomotive runs 
on tracks, back and forth, from one station to the 
other, always by. the same route. The locomotive 
type of brain, common among ‘hear-say’ thinkers, 
always stays on the track—and generally a narrow- 
gauge track. This track is really nothing more than 
mass opinion. It always follows the same route that 
others follow. The airplane brain soars high and gets 
a broad perspective. It takes the shortest distance 
between two points. It rises high enough to see and 
comprehend all parts of economic topography. 

Is there any cure for this least-resistance, ‘hear- 
say’, hay fever thinking? The cures seem simple. 
In your own mind challenge every statement that is 
made to you. Don’t disagree with the other fellow 
and argue with him. Argue the merits and demerits 
with yourself. Make it a rule never to believe nor 
repeat any economic statement anyone else makes 
until you have investigated its foundations and con- 
cluded factually that the statement is right. Don’t 
mistake prejudiced, personal opinions for facts. Find 
out whether a man is stating his own opinion or 
another’s. See if his “I think” really doesn’t mean 
“They say”. This habit of mental challenge, unless 
adopted by everyone—which it won’t be—may not 
improve the general level of mass thinking, but it 
will protect you against the fallacies and mistakes of 
hay fever thinking. As an individual you can pro- 
tect yourself to a large degree against the devitaliz- 
ing and debilitating effects of economic epidemics. 
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Straws in the wind 


Blow hot, blow cold—the following straws indicate the strength - 


and direction of the trade winds in recent weeks: 


BANK CLEARINGS: Bank clearings registered a periodic decline during 
the week ended August 10, but fell much more sharply than the season 
warrants, in spite of continued stock market activity. Clearings from 47 
leading cities of the United States, as reported to Bradstreet's, totalled 
$4,245,073,000 for the week, a loss of 16.5 per cent. from the previous 
week and of 36.4 per cent. from the corresponding week a year ago. 
Clearings outside of New York City amounted to $1,451,922,000.—1 1.1 
per cent. less than the week before and 37.7 per cent. below a year ago. 


BANK SUSPENSIONS: Bank suspensions in the United States for the 
week of Aug. 12 dropped to sixteen, while reopenings rose to six, accord- 
ing to "The American Banker." In each of the two preceding weeks 
twenty-one banks failed. Last week's suspensions involved banks with de- 
posits totaling about $3,000,000. Of the banks which closed in 1931 at 


least 150 have been replaced by new units, while 201 were reopened, it 
is stated. 


BUSINESS FAILURES: Bradstreet's seasonally adjusted index of monthly 
failures rose to a new high of 152.6 per cent. of the 1928-'30 average 
during July. The 2,547 failures reported in July compare with 2,489 in 
June and 1,931 in July 1931. Although New York City failures fell from 
367 to 285, liabilities were considerably larger. 


COMMODITY PRICES: Wholesale commodity prices continued their rise, 
according to the Bureau of Labor Statistics weekly index of "all com- 
modities" which stood at 64.8 (1926-100°%) on August 6, an increase of 
.2 from the previous week. Of the 10 group indexes, from which the gen- 
eral index is computed, seven showed increases (foods, hides and leather 
products, textile products, fuel and lighting, metals and metal products, 
building materials, and chemicals and drugs), while only two (farm products 
and house-furnishing goods) declined. 


INVESTMENTS: The bull market has many buffaloed, but the lambs were 
back in goodly number, it seems, despite little real basis for the rise in 
stocks in early August. Lausanne and Ottawa developments may have 
been partly influential, others being a cessation of gold exports, adjourn- 
ment of Congress, steadiness in commodity prices, the pumping of credit 
into trade by the Federal Reserve System and the Reconstruction Finance 
Corporation. 


STEEL PRODUCTION: Steel ingot production in the United States 
reached another new low for the depression and for many years in July, 
output of all companies for the month being but 792,533 tons, against 
897,275 tons in June and 1,887,580 tons in July of last year, the American 
Iron and Steel Institute reports. October is expected to see a rise from 
the 15°/, production level, according to industry leaders. 
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of the opening round tables at the 

Institute of Politics at Williams- 

town, Mass., when Professor T. E. 
Gregory, Cassel Professor of Banking 
at the University of London and author 
of the recent “The Gold Standard and 
Its Future,” began his survey of the 
“present position of the credit problem” 
by warning against the assumption that 
the present depression differed in origin 
from preceding ones, says The New 
York Herald Tribune. Whatever its 
differences in degree might be, it seemed 
fairly certain that it originated in 
exactly the same way as previous crises. 


Professor Gregory could not believe 
that the severity of the depression had 
been due to technological improvements, 
for there had always been such im- 
provements, nor that the world was 
witnessing a “breakdown of capitalism.” 
Everybody kept parroting that phrase 
without defining what they meant by 
it, and even if we were witnessing such 
a breakdown, that would not explain 
its cause. As a matter of fact, the 
comparative stability of the system even 
in the face of a catastrophic fall of 
prices from 30 to 50 per cent, seemed 
to argue an endurance that would 
scarcely have been thought possible a 
few years ago. 


* The depression was tackled at two 
% 


If capitalism really were breaking 
down, Professor Gregory said, there 
were only two possible explanations. 
One -was the Marxian postulate that the 
accumulation of surplus profits in com- 
paratively few hands would inevitably 
bring about revolution, and as for this, 
certainly it was true that the prophecies 
of Marx seemed nearer to realization 
than at any time since he made them. 
The other was that there were “certain 
special and unforeseeable forces operat- 
ing at the present time, which, if left 
uncorrected, might lead to a break- 
down; whatever one understood by that 
phrase.” 


This depression differed from others, 
first in its persistence and depth, see- 
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thermometer: 


financial trends and indications 


ing that prices had fallen in two years 
as much as they had fallen in the 
twenty years between 1875 and 1896, 
and second, in the degree to which the 
fall of prices had affected the stability 
of banking surplus. In England no- 
body since 1866 had worried about the 
stability of their banking system, Pro- 
fessor Gregory said. What we had been 
witnessing during the past year was 
really an “international run of bankers 
on bankers.” 

One really could not say that the 
framework of capitalism had been left 
unaffected. 


Some of the special causes operating 
to increase the present depression were, 
first, that the “world had been subject 
throughout the last three or four years 
to a quite unusual degree of political 
interference with the working of the 
economic machine. The effect of rep- 
aration crises and analogous incidents 
was thoroughly to upset the public 
mind and to lead directly to hoarding. 
Second, both before and after the boom, 
banking policy differed markedly from 
orthodox banking as understood in 
previous crises. 

“During the boom what was going on 
was virtually inflation under the guise 
of keeping prices stable. At the same 
time the significance of the new meth- 
ods of financing, by which the Stock 
Exchange was the real center of the 
financial machine, was not clearly 
grasped by anybody, and since the break 
in 1929, the reluctance of the public to 
invest, which is a psychological fact of 
the greatest significance in explaining 
the general trend of events, was at- 
tempted to be overcome by the use of 
short term money as between banks, 
which in itself really contributed to 
weaken the banking system by introduc- 
ing a great mass of frozen credit.” 

“At the same time,” said Professor 
Gregory, “throughout the present de- 
pression there has been an exaggerated 


worship of stability both by govern- 
ments and peoples. The impossibility 
of keeping particular price series steady, 
farm products, for instance, at a time of 
general price decline, has never been 
properly appreciated. At the same time 
there have been structural changes in 
farming methods and also population 
declines, which coincided in point of 
time with cyclical factors. The reason 
why, apart from anything else, it is dif- 
ficult to climb out of the present de- 
pression is simply that the productive 
mechanism has to adjust itself, not only 
to cyclical changes, but to secular 
changes of an unusual kind. 

“The capitalistic system in the nine- 
teenth century thought of its problems 
primarily in terms of quantity. The 
shift in world population means that 
we shall have to think of our problems 
in the future in terms of quality rather 
than in terms of quantity. Unfor- 
fortunately, the mentality generated by 
the previous boom stressed quantitative 
rather than qualitative ideas. It is im- 
possible to suppose that we can really 
climb out of the depression merely by 
trying to produce on as large a scale as 
possible the kinds of things which hap- 
pen to have been in great demand at the 
time that the depression came. No 
thing is more certain than that in every 
period of upswing some things are pro- 
duced on a scale which is exaggerated, 
and the problem confronting the bank- 
ers and business men at the present time 
is to guess in what particular direction 
demand will move as confidence re- 
turns.” 

During the course of his talk Profes- 
sor Gregory remarked that from Lon- 
don, about the first of last June, it 
looked “‘as if the United States itself 
were within an ace of going off the gold 
standard.” 


With the exception of Fisher’s In- 
dex, U. S. Dept. of Commerce chart 
(right) have base 1923-25 — 100. 
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Col. JAMES L. WALSH, 


Executive Vice President, 
The Guardian Union Detroit 
Group, Detroit, analyzes 
recent banking legislation 
by Congress and puts 


today it is very important that we 
define accurately the various bills 
and acts which are under discussion. 

It is unfortunate that the names of 
individuals have been coupled with 
three different acts in a somewhat con- 
fused manner. The original Glass- 
Steagall Bill which was put through as 
an emergency measure early in the re- 
cent session of Congress covered an ex- 
tension of the powers of the Federal 
Reserve System in the issuance of Fed- 
eral Reserve currency, and. provided for 
the borrowing by member banks on 
other than U. S. Government bonds or 
on their eligible paper. That is now 
the Glass-Steagall Act, a law of the 
land. 

There was also a Steagall Bill. It is 
very important to keep these distinc- 
tions in mind. The Steagall Bill, not 
to be confused with the Glass-Steagall 
Act, was a bill for the guarantee of 
bank deposits, a matter of great im- 
portance, a matter of considerable dif- 
ficulty to foresee the end of, and a mat- 
ter right now, perhaps, impossible of 
execution. 

There is also a good bill under con- 
sideration that has been called the Glass 
Bill. It was introduced by Senator 
Carter Glass, early in the last Congress. 
It has a slight bearing upon, or per- 
haps I should say it may be confused 
with, the guarantee of bank deposits 
through the fact that one section of 
the Glass Bill provides for a Federal 
Liquidating Corporation. 

There isn’t any important reason 
for discussing the Glass-Steagall Act at 
present—it is already a law. I doubt 
if there is very much point to discuss- 
ing the Steagall Bill, because there isn’t 
the slightest possibility of it being 
enacted, but I think there is 4 good deal 
of benefit in discussing the Glass Bill. 
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The Glass bank bill 


a Sen. Carter Glass, legislative father of 
the Federal Reserve Act, sponsor of the 
new banking bill bearing his name. 


Senator Glass, a few years ago, went 
on record as saying that, if it had not 
been for the active assistance, coopera- 
tion and intelligent help of the National 
Association of Credit Men, there would 
be no such thing as the present Federal 
Reserve System. Without the Associa- 
tion’s help, I, too, feel that the present 
Federal Reserve Act would never have 
been put on the statute books by Con- 
gress. 

Before we launch into the discussion 
of the bank legislation bill, I would 
like to say that every banker and every 
person who deals with a bank is really 
in the Association’s debt for the assis- 
tance rendered in the enactment of the 
original Federal Reserve legislation. The 
Association shows no desire to dodge its 
responsibilities in discussing and arriv- 
ing at an opinion upon pending bank- 
ing legislation which is designed pri- 
marily not for the protection of banks 
alone, but for the protection of the in- 
dividuals and corporations who deal 
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with banks, particularly the depositors. 
All of us are not bankers, but most of 
us are depositors, and that is why we 
all have an interest in the Glass Bank- 
ing Bill. While it is called the Glass 
Banking Act of 1932, it might better 
be called a Bill for the Better Protection 
of Depositors. 

It is too bad that there is such a 
pressure upon Congress by selfish 
groups seeking things for their own spe- 
cial advantage. I must say there has 
been a good deal of pressure from cer- 
tain groups in regard to the Glass Bank- 
ing Bill, but Senator Glass has been 
open-minded and willing to sit down 
and listen to the bankers’ point of view 
or the business man’s point of view. He 
has modified the Bill considerably since 
it was originally introduced. I think 
he has improved it. 

I think if you seek a distinction be- 
tween the Federal Reserve Act and what 
Senator Glass now proposes, you would 
see that the original Federal Reserve Act 
endeavored to encourage sound banking 
and his present bill endeavors to en- 
force it. 


The basic purposes of the Glass Bill 
come under seven general headings: 


1. Control by the Federal Reserve 
System of the use of Federal Re- 
serve funds with respect to specu- 
lation in securities. 

. The intensification of control of 
the Federal Reserve Board over 
Federal Reserve operations. 

. The protection of commercial 
banks from the undue influence of 
corporations engaged in buying 
and selling securities. 

Recognition, legalization and sup- 
ervision of group banking. 

A further extension of branch 
banking by national banks. 

A general tightening of bank sup- 
ervision by the Federal authorities. 
The creation of a Federal Liquidat- 
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ing Corporation to aid depositors 
in closed banks. 

Under the first heading, I think he 
is entirely right. When we set up the 
Federal Reserve System it was intended 
to provide for industry, trade and agri- 
culture. Nowhere in it were its redis- 
count facilities intended to be made 
available to those who merely purchase 
securities expecting to hold them for a 
rising market, but rather was it in- 
tended that its facilities should be used 
to assist in the financing of self-liqui- 
dating operations arising from transac- 
tions in industry, in trades or agricul- 
ture. 

He provides in his present bill that 
if a bank, which is a Federal Reserve 
member, is making undue use of Fed- 
eral Reserve funds, its further use of 
the Federal Reserve Bank may be sus- 
pended. As he says, a bank can lose its 
own capital if it wants to, its surplus 
and undivided profits, and may possibly 
lose some of its depositors’ money, but 
it shall not use and lose the funds of 
the Federal Reserve System. He pre- 
vents that by suspending the use of 
facilities of the Federal Reserve Sys- 
tem for a period until the member 
tank jborrowing at the Federal Re- 
serve Bank gets its affairs in shape. 

The second provision rather intensi- 
fies the control of the Federal Reserve 
Board over operations of the various 
Federal Reserve Banks in open market 
operations, and also in negotiations and 
financial transactions with foreign gov- 
ernments. That isn’t particularly im- 
portant to us. It is merely a re-em- 
phasis of the provisions already in the 
law. 

One of the provisions concerning 
which there is a great deal of discussion 
and still a great difference of opinion 
is the provision which provides for the 
divorce of security affiliates from com- 
mercial banks. I think the experience 
of the last three or four years demon- 


strates that security affiliates which en- 
gage in selling bonds, and in some cases 
selling stock, to customers of the bank, 
or otherwise, is perhaps an unwise con- 
nection. It is probably unwise for a 
bank to be so closely connected with 
an organization which merchandises se- 
curities. It may create dissatisfaction 
or resentment on the part of the pur- 
chasers of those securities, arising per- 
haps under circumstances beyond the 
control of anyone. Originally it was 
intended to divorce these security af- 
filiates absolutely from the commercial 
bank. Later, it was postponed for three 
years and later for five years. In other 
words, they were given five years to 
clear up that relationship. 

An interesting question came up on 
that. I am in favor of divorce of se- 
curity affiliates from commercial banks. 
But we looked into the matter. The 
security affiliates of the banks handled 
about 83% of the long term financing 
during 1931, taking that as a typical 
year, and if you divorce security af- 
filiates out of business, who is going to 
handle that financing? 

We told Mr. Mills, Secretary of the 
Treasury, that he was going to be the 
biggest borrower—‘‘you have some re- 
financing ahead of you—who is going 
to do all this selling for you? If you 
wipe out these security affiliates with 
some measure of stability, some measure 
of management, and some measure of 
responsibility, aren’t you going to turn 
this business over to other organizations, 
to fly-by-night concerns of even less 
responsibility, and have you benefited 
the public by any such move?” 


In addition to government straight 
financing, we have a Reconstruction 
Finance Corporation that has made loans 
to railroads, banks, insurance compa- 
nies. The only way they are going to 
get out of those loans is to have some 
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long term financing done. Who is go- 
ing to do that? 

It eventually boils down to the fact 
that perhaps we had better not kick the 
Model T in the shins until we get a 
Model V 8 or something else in shape to 
handle the job ahead. We now have, 
in these security affiliates, a mechan- 
ism for distributing securities, govern- 
ment, municipal, corporation and rail- 
road. Until we can devise some better 
means we had better maintain what 
we have—under proper regulation 
with examination by Federal Bank Ex- 
aminers and reports as to condition of 
these affiliates. 

Then if there is anything apparently 
out of line we can take the same ac- 
tion in regard to security affiliates as 
we can against the banks, themselves. 
But in the meantime, let’s allow them 
to continue under, as we say, examina- 
tion, report and supervision. 

No provision of the bill recognizes 
and legalizes group banking. It was 
recognized that a great deal had been 
done, particularly in the northwest 
section of the country, where without 
the establishment of the recent bank- 
ing group their condition would have 
been very much worse than it is today. 
The group banks were, as I say, legal- 
ized and arrangements made for the 
examination of group holding compa- 
nies, report as to their condition, 
which, after all, was originally recom- 
mended by good holding companies, 
and also provided in case of group 
holding companies which had no dou- 
ble liability provision in their stock 
for a liquid reserve which must be ac- 
cumulated out of earnings, and invested 
in assets other than bank stocks to a 
degree which would permit an imme- 
diate taking up of (Cont. on p. 27) 
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Capital may or may not be im- 
= paired at the end of a business 
lu period. Have profits and _ losses 
for the period been correctly cer- 
tified? No! Accountancy, based upon 
reason and common sense rather than 
mathematics, is constructive and in- 
structive and has and will produce 
public and private business auditors. 

The proverb of the credit man is: 
“He who does not choose to account 
for his goods is reckless with the money 
and credit invested in them.” 

To perfect in practice those prin- 
ciples, will the credit man and banker 
advocate the addition of the following 
questions to their credit questionnaire? 
“Is your stock of goods and other gen- 
eral merchandise intended for sale, 
safeguarded by accurate inventory con- 
trol that co-ordinates with and con- 
firms your financial records at cost?— 
(Yes or no.) “Has a business or finan- 
cial audit been made?-(State which.) 

The insertion of these two major 
questions in all credit questionnaires 
will retard fraud, be of benefit to the 
business man, improve the confidence 
of the trade creditor and banker and 
guide the judgment of the credit man. 

Will this necessary information be 
harmful or beneficial to the credit man, 
banker, and all business in general? 
Are there many concerns or financial 
auditors even though the accounts have 
been financially audited, who will an- 
swer these questions—‘‘yes”? 

A financial statement after audit and 
certification, by itself has little value. 
It states what one has now which is 
easily arrived at, but not what one 
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Inventory 


@ Credit executives must know facts. 


audits can 


present facts in 


Business 
place of the 


mathematical conclusions presented by financial 


audits. 


into 


for injection 


. . .» inventory control is the serum 
accountancy to produce 


facts of value to credit men and bankers.” 


by FRANK BROAKER, Certified Public Accountant 


may not have as the result of continu- 
ing business.) When the most import- 
ant item, inventory, is qualified “as 
taken, stated and valued”, it is a public 
notice to the investor, trade creditor, 
banker and the business itself, that the 
cost of goods sold and the gross trading 
profit has been arrived at by a me- 
chanical deduction of the residuary in- 
ventory as taken from the cost of goods 
bought, which is a convenient but 
sometimes ‘dishonest method of com- 
putation. It protects the auditor’s 
certification—it may avoid income 
taxes, and sometimes deceives the 
creditor and banker as to true business 
conditions; for if the inventory is de- 
creased by valuation, it decreases the 
assets and profits and when increased 
by valuation, it conventiently increases 
the assets and profits. 

When a financial auditor presents 
figures arrived at by such computation, 
he admits not knowing and cannot 
state the cost of goods sold nor the 
gross trading profit from the sale of 
those goods, which is what the business 
man should know as a guide for the 
continuation of business. The auditor’s 
excuse may be that it would cost the 
client more for a business audit, with- 
out regard for the trade creditor or 
banker, and that a financial audit is 
cheaper. He disregards his duty to the 
public. Inventory is the base for all 
business disaster and should be under 
control. It required many years for 
the fire insurance companies to realize 
the protection afforded by the sprinkler 
system in case of fire. 

A system of inventory control that 
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will co-ordinate with and confirm the 
financial records at cost, can be easily 
installed and can be maintained at less 
expense than by present methods, and 
will require only interchangeable or- 
dinary clerical service. If this is done, 
a business audit can be made that will 


‘present facts in place of mathematical 


conclusions which now mislead busi- 
ness, its creditors and bankers. A 
losing business should not be allowed 
to continue obtaining credit in money 
and goods. 

The subject “Inventory Control’ is 
the most important in the realm of ac- 
countancy, and this article is intended 
as a public service to aid success in 
business and minimize business failures. 


Causes 


The results of my analytic research 
will be pointedly stated so that they 
may be reasoned, debated privately, or 
at conventions. 

1. The subject of inventory control 
has been neglected and will be dealt 
with upon broad principles of ac- 
countancy, which are “reason and com- 
mon sense’. The figures will be left 
to your imagination. 

2. That, there has been a disregard 
of two important cardinal principles 
in constructive accountancy. “One 
must not omit the control of capital 
invested in goods received at cost, nor 
omit the control of delivery, sale or 
transfer of them at both cost and sale 
price”. 

3. That, sales represent business done, 
whereas goods bought constitutes capi- 
tal invested with which to do business. 

4. That, inventories taken at the 
beginning and end of a period repre- 
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sent capital investment, and the inter- 
mediate transactions should be accu- 
rately accounted and are not to be 
considered in whole or part as the cost 
of goods sold as stated in present ac- 
countings. 

§. That, as a result, correct gross 
trading profit for the period cannot 
be stated. 

6. That, there should not be added 
to, as cost of goods sold, the cost of 
missing goods and the variable differ- 
entiation between cost and market 
worth, be the latter lower or higher. 

7. That, the accumulation of unsold 
and unsalable goods at cost or value 
should not be amortized in part or 
whole, by its addition to.the cost of 
other goods sold. 

8. That, the inventory at the end 
of period is not relevant to the cost 
of the other articles sold. 

9. That, a business does not know 
from present day methods of book- 
keeping and accounting neither the 
cost of nor the gross trading profit on 
goods actually sold. 

10. That, a fire insurance company 
has no recorded means to prove or 
disprove a claim for fire loss, nor has 
the insurer the means to prove a re- 
sisted claim unless supported by in- 
ventory control. 

11. That, a financial audit wherein 
the before-mentioned two cardinal prin- 
ciples have been violated has not suffi- 
cient value to warrant credit. 

12. That, a business audit wherein 
those cardinal principles have been ob- 
served, co-ordinates with and confirms 
the financial audit and eliminates the 
present audit excuse qualification “as 
taken, stated and valued, etc.” 

13. That, perpetual inventories, re- 
tail sales, pre-determined cost and many 
other methods have resulted in useless 
expense that have only produced un- 
warranted discrepancies even after 
skillful manipulation of figures. 

14. That, when goods are bought 
with cash as its equivalent, represent- 
ing an investment, is it reasonable that 
by deducting the residuary inventory 
investment at value that the differ- 
ence represents what has been parted 
with? How parted with? It repre- 
sents the cost of goods actually sold 


control 


plus shortage, breakage, and differ- 
entiation between value and cost of 
unsold goods. When actual cost has 
added to it a capital loss invested in 
other goods, common sense rebels. 

15. That, excuses have been and are 
now being offered by those unwilling 
or incompetent to reason between right 
and wrong, but those who are compe- 
tent and willing, reason that cash, credit 
and labor, combined with the materials, 
produce the articles, which, when sold, 
will return the investment with hoped 
for profit as the result of effort. Such 
investment is deserving of correct in- 
ventory control, otherwise the merchant 
may lose his capital, the creditor his 
investment in goods; the banker, his 
loan of money for purchase of goods 
or labor; and all of them, without 
knowing until too late, reap a loss in- 
stead of a profit as the result of their 
joint efforts. 


Remedies 


1. That, present methods of account- 
ing for goods should be corrected. The 
cost of maintenance of inventory con- 
trol without discrepancy to be less ex- 
pensive than at present. It will only 
require interchangeable ordinary cleri- 
cal and or machine service. Until then, 
mathematical ‘mis-statements instead 
of a presentation of correct facts, will 
continue. 

2. That, the cost of goods sold and 
applicable profit or loss should be a 
fact. 

3. That, capital loss applicable to 
unsold goods on hand or missing occa- 
sioned by shortage, breakage or the 
shrinkage value between cost and worth 
should be stated independent of cost 
calculations on goods sold. 

4. That, a method of inventory con- 
trol shall comprehend the accounting 
of any specific goods or all goods dealt 
in and sold, and independent of stock 
taking, there must be stated the cost, 
proceeds and gross trading profit. 

§. That, unsalable goods when stated 
and accounted as such from the rec- 
ords, should be removed for replace- 
ment of new stock display. The un- 
salable goods should not accumulate, 
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as they require treatment before they 
become dead capital. Shall they be sold 
to a jobber at a sacrifice that he may 
compete and profit thereby, or shall 
they be offered to their own customers 
at a bargain price and thus retain their 
trade with possible opportunity of sell- 
ing other goods? 

6. That, trade discounts on purchases 
are not an extraneous profit but a re- 
duced price concession if goods are 
paid for promptly when bill is due. 
Actual cost cannot be inflated by in- 
clusion of reduced price concession. The 
seller deducts it from the sale price— 
the buyer deducts it from the cost 
price. 

Commercial terms and usage are of 
interest. The price or charge is what is 
asked for a thing. The cost or ex- 
pense, what is paid for it. The worth 
what it will fetch. The value what it 
ought to fetch. The price of a thing 
often exceeds its worth. The cost may 
exceed its value. 

7. That, in book-keeping, at the end 
of a period, all accounts representing 
cost, sales, selling and distribution ex- 
penses, should, in the ledger, be trans- 
ferred to “Trading Account,” and the 
balance of that account, either profit or 
loss, be transferred to the Profit and 
Loss Account. Cost, sales and all ex- 
penditures incident thereto are neither 
profits nor losses and are not applicable 
as such in the Profit and Loss Account. 

8. That, the same principles of Ac- 
countancy apply alike to departmental 
and chain stores and all wholesale and 
retail business, for which standardized 
forms can be made available. 


Cure 


The future business auditor, like the 
skilled surgeon, can remove the discrep- 
ancy cause, and the financial auditor, 
like the experienced physician, will ad- 
minister corrective treatment. Inven- 
tory Control is the serum for injection 
into Accountancy which will produce 
facts that will be of value in guiding 
the decision of the credit man and 
banker. 

The inventory control and financial 
department should be separately con- 
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ducted, but should co-ordinate with 
and confirm the records of each with 
the other without discrepancy. The 
former accounts for goods in and out 
at cost, and the latter accounts for the 
monies or credit given for them. 


Forms 1 to 7 for department or chain 
store business. Forms 5, 6 and 7 are 
for any other wholesale or retail busi- 
ness. Forms 1 and 2, inward and out- 
ward reversionary journals are the con- 
necting link between the inventory 
control and financial department for 
recording at cost, in and out, all trans- 
actions relating to receipt of goods and 
their transfer:—from creditor direct 
to departments or warehouse—out of 
warehouse to departments—returns to 


warehouse from departments—out of - 


departments to another department— 
transfer of goods or supplies from 
either warehouse or department as an 
expense for use in any department or 
warehouse, etc. 

Form 7 is a distributive coupon daily 
sales record which assorts each unit sale 
and quantity under respective stock 
number. It is the final connecting link 
at both cost and sale price between the 
inventory control and the financial de- 
partment. 


When goods are active by sale, it 
pays to account for them; if dormant, 
they rest, but should still be accounted. 

Sheets have been arranged for loose 
leaf ledger binding. 


FORM 1 Inward Reversionary 
Journal, in place of pur- 
chase journal. 

Outward _Reversionary 
Journal, in place of re- 
turn purchase and allow- 
ance journal. 

Warehouse Stock Record, 
to replace present stock 
record. 

Warehouse Stock Sum- 
mary, to replace inventory 
sheets. 

Department Stock Rec- 
ord, to replace stock rec- 
ord. 

Consolidated Department 
Stock Summary, to re- 
place present tabulation. 
Sales Ticket, Coupon 
Distribution, to. replace 
present sales record. 


FORM 1—There are two divisions, 
charge and credit. Articles are respec- 
tively recorded direct from invoice or 
voucher, either on warehouse Form 3 
or on Department Form 5 together with 


FORM 2 


FORM 3 


FORM 4 


FORM 5 


FORM 6 


FORM 7 
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any charges for freight and cartage 
inward. The particulars and amount 
only are entered in the journal as a 
charge to respective warehouse or gen- 


eral store stock control account. 
Credit is given to creditors for goods 
bought and to financial department for 
freight and cartage inward expendi- 
tures, etc. 

FORM 2—There are two divisions, 
charge and credit. Articles are respec- 
tively recorded direct from requisition 
or debit voucher either on warehouse 
Form 3 or on Department Form 5. 
Only the particulars and amounts are 
entered in the journal in respective col- 
umns. Credit is given for withdrawals 
from either warehouse or general store 
stock control account—re-transfers 
from each of them to either warehouse 
or general store stock account—returns 
to creditors—and goods or supplies in- 
tended for department or business ex- 
pense use. Charge is made for goods 





Pe, GP. A. 


The first Certified Public Accountant 
in the United States, through whose 
efforts in 1896 Accountancy was 
legally recognized in this country as a 


profession, Frank Broaker devised 
subjects and procedure for admission 
to the C. P. A. examinations now uni- 


formly adopted by all States, and pre- 
pared the questions on all subjects for 
the first and second New York State 
C. P. A. examinations as secretary of 
the first New York State Board of C. 
P. A. Examiners. 





re-transferred to either warehouse, 
goods returned to or allowances by 
creditors and goods or supplies requisi- 
tioned from either warehouse or de- 
partment that are to be used as an 
expense of any department or for other 
business purposes, and they are charged 
to respective general ledger accounts. 

FORM 3—There are three divisions; 
Inward—Outward—Current  Requisi- 
tions and Transfers. Each kind of 
goods has its unit record, and the goods 
may be fluid or solid. On the reverse 
side of this form are memoranda rulings 
and headings for assortment of style, 
color and size of the article. Inward 
records, receiving date—from creditor 
or transfer—quantity—unit and cost 
amount. Outward records date—re- 
turns to or allowances by creditors— 
total of month’s requisitions in quan- 
tity and cost—transfers—breakage— 
shortage—value shrinkage—all based 
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upon cost—and goods on hand at worth 
and cost. Requisitions and Transfers 
—a daily record with date—particu- 
lars—quantity—and unit of and cost 
amount. The total quantity and cost 
amount is, at the end of the month, 
tansferred to Division 2, Outward. 
FORM 4—There are three divisions. 
Inward—Outward—Residuary Inven- 
tory. At the end of the month, the 
total transactions of each unit kind of 
goods is automatically transferred from 
Form 3, which is analytic and distrib- 
utive. Inward—At the end of month 
for each unit kind of article—stock 
number—date acquired—name of arti- 
cle on hand at beginning of period— 
quantity-unit and total cost amount— 
purchases—returns to and allowances 
by creditors—net quantity and amount 
to be accounted,—all at cost. Outward 
—dquantity and total cost amount of 
net transfers of stock deliveries to de- 
partments—or for alterations or for 
other specific departmental mainten- 
ance and expense. Reconciled Residu- 
ary Inventory—quantity—unit and to- 
tal. worth or cost amount. The 
monthly totals of this summary co-or- 
dinate with Forms 1 and 2 and also 
confirm in amount the general ledger 
control account of each warehouse and 
the general store stock account. 
FORM 5—There are three divisions 
for record of each kind of article. On 
the reverse side of each sheet, there will 
be ruling and headings, same as Form 
3, for assortment of style, colors and 
sizes of these specific articles. Inward 
at cost,—records date and as received 
from creditor or by transfer—quantity 
unit and total cost amounts. Outward 
at cost,—records date of return to or 
allowance by creditor—transfer to an- 
other department or returned to ware- 
house—breakage—shortage—or altera- 
tions. The net sales at the end of the 
month are then transferred at cost in 
total quantity and amount from divi- 
sion 3. Sales—at sales price—records 
in totals of units and amounts for each 
day of each specific article as sold or 
returned for cash and/or charge. The 
net total of units sold are transferred 
at the end of the month to Division 2 
and calculated at cost. All other re- 
ported department deliveries, not sales, 
in total quantities only, are also trans- 
ferred to Division 2 and calculated at 
cost. From Form § is obtained the his- 
tory of each article dealt in, its salabil- 
ity, cost, proceeds, profit or loss. 
FORM 6—There are four divisions. 
Inward—Outward—T ransfers— Resid- 
uary Inventory. Each kind of goods 
has its analytic (Continued on page 35) 
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by A. L. BLACKSTONE 


Accounting Consultant 


To cope with the rapidly shifting 
markets, timely accurate statistical 

M information -on sales, costs, and 

production becomes an increasingly 
important factor in sound business 
management. 

There are many methods and pro- 
cedures by which this information may 
be secured. However, in any given 
case, there is one method which is the 
most efficient in respect to speed, ac- 
curacy, and cost. It can be deter- 
mined only after a thorough study is 
made of the job and its related proced- 
ures. This study should be made by 
men who are thoroughly familiar with 
the tools of their trade—who are will- 
ing to abide by the results of measure- 
ment, regardless of whether the out- 
come agrees with preconceived opinions. 

One method, using a comparatively 
new tool, the Peg-board, is used effec- 
tively to lower costs in distribution fig- 
ure work. The simplicity of the Peg- 
board is shown by the accompanying 
illustration. When strips of paper con- 
taining statistical information are shin- 
gled or placed on the row of metal pegs 
across the top, it becomes, in effect, a 


a A close-up of one of the forms on 
shown on page 38. 


the Peg-board is 


Peg-boards peg costs 


flexible spread sheet. The T square 
aids the operator in adding across for 
totals. Substantial economies are ef- 
fected through the use of the Peg-board 
in that all unnecessary posting of fig- 
ures is eliminated through the designing 
of forms so that figures, taken from the 
Originating point or source, are used 
throughout the entire accounting pro- 
cedure. 

The use of the Peg-board is almost 
unlimited—oil companies are using it 
in handling service and bulk station 
reports; bakeries and dairies in reporting 
and analyzing route sales; public utili- 
ties for store accounts and expense dis- 
tribution; chain stores of all kinds for 
recording and analyzing sales statistics; 
and even the Italian Government used 
the Peg-board in taking its recent cen- 
sus! 

One interesting comment comes from 
the White Castle System, at Wichita, 
Kansas: ‘Using the Peg-board method, 
we were able to announce just four 
hours after receiving our last daily re- 
port that 23,313,842 Hamburger sand- 
wiches had been sold in 1931. By the 
old method of computing it would have 
required thirty days to have announced 
this figure.” 

The secretary of a rubber manufac- 
turing company writes, “We have now 
had the distribution Peg-board system 
in. use for some months classifying 
sales as to brands, salesmen, and com- 


modities. As a result we are not only 
getting the reports out much earlier, 
but are doing so at an annual saving 
of $5,000 over the old system.” 

Here is an illustration showing how 
the Peg-board. functions on a simple 
sales analysis job. An office specialty 
manufacturer selling 15 products direct 
through 20 salesmen wanted to know 
the sales volume and cost of sales for 
each salesman by commodities. The 
various steps taken to arrive at this in- 
formation are briefly outlined. 


When the invoices are made out by 
the billing department, an extra car- 
bon copy is run off for use in the sales 
analysis. At the end of each month 
the accumulated invoices are sorted to 
salesmen and totaled for a quick report 
to the sales manager. This figure is 
also used as a control in the sales analy- 
Sis . 


It is next necessary to determine the 
commodities sold by each salesman. The 
code number of each salesman is writ- 
ten at the top of a small strip punched 
with two holes, as shown in the illus- 
tration. Numbers designating 15 com- 
modities run down the center of the 
strip dividing it into two columns— 
one for sales; the other for cost of sales. 

The unit cost for each of the 15 
commodities in the line is determined 
by the cost department. Before the in- 
voices are sent to the sales analysis de- 
partment the billing (Cont. on page 38) 
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A\ppreciate appreciation! 


a@To the credit jury goes the case of this factor, 
appreciation of values, which is a violation of the 
cost less depreciation rule but “that rule needs 


occasional violations although generally applicable.” 


Second in the series 


by MYRON M. STRAIN, 
Certified Public Accountant. 


Last month we commenced a 
“ psychoanalytical treatment of some 
lv of the phobias and obsessions which 
befog the judgment and paralyze 
the analytical powers of many credit 
men in dealing with financial state- 
ments, with a discussion of goodwill. 
Far from being a sinister harbinger of 
failure or crime, we found this much 
condemned villain to be a mere clown, 
and the goodwill items encountered in 
practice to be usually only awkwardness 
in the design of capital structures. 


This month we turn to another com- 
mon object of indignation on the part 
of the readers of balance sheets. This 
is the writing up of assets—the increase 
of valuation assigned to property by its 
owners without that increase being 
“realized”. This process is commonly 
known as “appreciation”, and it is re- 
garded with great suspicion by many 
text-book writers and, so far as my ob- 
servation goes, by most credit men. 


Now any discussion of appreciation 
should commence with the warning that 
it is not, in practice, a wholly guileless 
and innocent device. Unfortunately 
there are cases in the record in which 
operating losses and deficits have been 
concealed by it, and in which subse- 
quent events have not supported the 
value increases which it purported to 
disclose. It is subject to two possible 
irregularities—error in amount and im- 
propriety of treatment. In this respect, 
however, it merely shares the nature of 
other financial reporting devices, which, 
alas, are all subject to impropriety and 
error. When it is frankly labelled in a 
balance sheet it is usually harmless, and 
it is often mildly beneficial to the an- 
alyst. But it is this overt labeling, un- 
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fortunately, that usually draws down 
his indignation. 

This is plainly an irrational and un- 
reasoned reaction, but a specious ex- 
planation, derived from what our 
psychologists call “rationalization”, is 
often adduced to account for it. This 
explanation is as simple as it is fallacious, 
and it runs as follows: “Fixed assets 
should be valued at cost less deprecia- 
tion.” It is obvious that this is not an 
explanation. It is a formula, and all 
formulas have to rest on some sort of 
reasoned basis if they are to be of any 
value. Let us see the basis for this 
one. 

Cost, as an independent concept of 
value, clearly has no significance to any- 
one except in a historical sense. The 
important value fact about any given 
property is not the historical record of 
the cash invested in it, but the future 
cash that can be realized from it. Now 
it is necessary at this point to qualify 
very emphatically the interpretation to 
be placed upon that word “realize”. 
The accountant is a realistic chap, and 
while he is interested in reporting the 
probable future realization of the asset, 
he wants to report it in terms of the 
manner in which it is actually going 
to be realized and that manner, in the 
case of fixed properties of going enter- 
prises, is not by the sale of the prop- 
erty or by any other irrelevant method 
of disposal which is not actually going 
to take place, but by being transformed, 
through use, into units of the product 
or services of the owners and thus sold 
for cash. Every piece of the fixed equip- 
ment and plant of a going concern is, 
in this way, engaged in a slow process 
of conversion into cash through use, 
and the essential valuation problem con- 
nected with it is not, what did it cost?, 
but what is the present worth of the 
cash into which it will eventually be 
converted? The former consideration, 
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in itself, is merely interesting as history. 
The latter is the vital essence of the 
value. 

From a practical engineering and 
economic standpoint, however, this 
realization value cannot ever be directly 
and assuredly ascertained. No engineer, 
inspecting a product, can estimate pre- 
cisely the proportionate part of its to- 
tality that has been contributed by any 
one machine process, nor by the use of 
the factory building in which the ma- 
chine is located. Nor can any econ- 
omist, looking ahead over the whole pe- 
riod of the machine’s or building’s con- 
tributions to the product, prophesy 
upon what price levels that product wil 
be marketed, so that its present realiz- 
able cash value could not be determined 
even if the engineer’s task were feasible. 
The only directly estimatible factor 
with respect to the machine’s contribu- 
tion to product, then, through which 
it is being slowly converted into cash, 
is the period of time required for the 
conversion—the estimated life. For the 
present worth of the future realization 
of the assets through use and conversion 
into current services, some other, in- 
directly estimated opinion of value is 
necessary. The opinion should be, ob- 
viously, that of a competent person fa- 
miliar with the circumstances, and it 
should be backed by some tangible au- 
thority. 

Cost is simply the kind of opinion 
that best satisfies these requirements. It 
is the estimate of the present worth of 
the future realizable services of an asset 


-made by the owners of the enterprise 


which buys it, who presumably make 


_ it in the light of a full knowledge of 


the circumstances and the uses. to which 
the asset will be put, and who back 
their opinion of value by their own hard 
cash. For these reasons cost, aside from 
its historical interest, is usually accepted 
as the best opinion available as to the 
present worth of the future cash to be 
realized by the use of fixed assets, which 
as we have already seen, is our essential 
concern with value. And, as time goes 
on after the acquisition of the asset, ad- 
justments are made in the total valua- 
tion to eliminate the proportion of the 
total realization value which has been 
already converted. This adjustment is 
known as depreciation, the, current rec- 
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ord of converted portions of the total 
value of plant assets. 

But there is a wide difference between 
what is “usually the best opinion avail- 
able” and an infallible revaluation or a 
fixed rule of The Law and The Prophets. 
The cost less depreciation valuation 
basis is clearly the former and not the 
latter. It is a form of compromise with 
an impossible valuation ideal, and it is 
neither immutable nor sacrosanct. Far 
from its being immoral to apply any 
other method of valuation, it is in many 
cases advisable and proper for certain 
types of financial statements. Among 
these types credit statements probably 
belong, and there are at least four cases 
in which valuations determined by com- 
petent and disinterested appraisal are 
informative and preferable to the cost 
less depreciation rule. These are: 


1. When there has been a material 
and apparently permanent change 
since acquisition in the price level 
of the particular assets involved. 
This condition is most common 
and most substantial in the case 
of land, but it also occurs in cases 
of other assets whose chief ma- 
terials have been the subject of 
marked price changes in a period 
of otherwise stable prices. 

2. When there has been a general 
change since acquisition in the 
buying power of money. The 
cost of assets purchased in 1915, 
for instance, would be an under- 
statement of their realizable ex- 
pectancy in 1927, and the cost 
of assets acquired in 1927 an 
overstatement of their realizable 


expectancy in 1932. Several 
soundly managed enterprises have 
very properly made value adjust- 
ments to correct these conditions. 

3. When the depreciation rate ap- 
plied to assets has been shown by 
operating experience to have been 
erroneous. Depreciation is fre- 
quently found to have been pro- 
vided at rates either excessive or 
inadequate, and appraisal is re- 
sorted to as a corrective measure. 
In cases of overdepreciation this 
procedure may sometimes result 
in appreciation surplus. 

4. When the assets were constructed 
by the owning company, without 
the inclusion of overhead in the 
cost assigned thereto, or when 
they were purchased in an arti- 
ficially depressed selling market, 
such as is often created by an in- 
voluntary liquidation, in which 
cases replacement value clearly af- 
fords a better standard of value 
than cost. 


I have in mind too many cases in 
which appreciation is a necessary in- 
gredient of any adequate exposition of 
financial position to hope to be able to 
reproduce more than a sample. Perhaps 
one of the best instances on my list is 
that of an individual who holds, through 
a wholly owned corporation, several 
parcels of urban real estate in a rapidly 
growing district of one of our Western 
cities. He acquired them a number of 
years ago at a low cost, while the 
neighborhood was in an undeveloped 


condition, and in 1928 he improved two 
of them by building, with the help of 
50% bond issues, an office building and 
an apartment house. His cost for the 
two lots was $850.00. They were ap- 
praised by the underwriters of the bonds 
at approximately $100,000.00. Here 
is his balance sheet on a “cost” basis: 


ASSETS 
Cosséat semte . ..... 5.0: $20,000.00 
beet sett sk os: 5,000.00 
ey eas eee, 300,000.00 
Total Assets ......... $325,000.00 
LIABILITIES 
Current liabilities ....... $ 5,000.00 
Bonds payable .......... 200,000.00 


Capital stock and surplus.. 120,000.00 


Total liabilities ....... $325,000.00 

There are several things about this 
showing of financial condition which 
will shock the analyst. For one thing, 
there appears to be only a trifle over 
$1.50 of underlying property value to 
support each $1.00 of bonded indebted- 
ness, so that what is actually a fairly 
conservative financing gives the im- 
pression of being very seriously less so. 
In the next place, there is only about 
581% cents of net worth for each dol- 
lar of debt. A conscientious and de- 
termined “grader”, heavily “weighting” 
the net-worth-to-debt ratio, might eas- 
ily grade this balance sheet very low. 
I do not know whether it would pass, 
or whether it would fail. Observe how 
the application of appraised -values 
brings out the facts: (Cont. on page 29) 
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Hidden values 


aHope built on hope when he asked 
for credit but interchange revealed factors 
in the financial 


absent 


statement. 


by F. R. WARBURTON, Credit Manager, 


Graybar Electric Co., Atlanta, Ga. 


In this period of shifting credit 
OF sero. the paramount im- 
Wi portance of paying records com- 
piled by the Credit Interchange 
Bureaus cannot be ignored. Not only 
do these reports give an accurate pic- 
ture of the current paying record of an 
account, but quite frequently divulge 
facts (not opinions) that are totally in 
disagreement with information obtained 
from other sources. A striking exam- 
ple of the value of Credit Interchange 
as a check against financial information 
recently came to my attention. The 
Credit Interchange Bureau report so 
completely overthrew the statement 
submitted that I believe the case will 
prove of interest as an indication of 
what a consistent user of the service 
may expect. 

Our salesman brought in a nice or- 
der for refrigerators from an outlying 
town some sixty miles from Atlanta. 
He gave glowing reports of the cus- 
tomer’s general ability and financial 
background. It seems this concern had 
the town “by the ears,” figuratively 
speaking. The owner’s father was 
Chairman of the Board of the local 
financial institution and of very out- 
standing means; in fact, a millionaire. 
The entire family were leaders socially 
and financially in this moderate sized 
city—a valuable asset for the successful 
merchandising of household appliances. 

As is customary, the refrigerators 
were to be shipped 25% cash; the bal- 
ance on Floor Plan covered by note and 
trust agreement which would be han- 
dled through a finance company. The 
salesman brought in the check for the 
25%, with the information that the 
customer, “The Hope Electric Com- 
pany,” was preparing a financial state- 
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ment for the finance company, which 
would be mailed in that evening. 

The company’s name seemed familiar, 
and upon referring to my credit files, 
we found a record of transactions for 
a limited amount some three years back. 
The company had at that time fur- 
nished a statement which indicated 
an over-extended condition, and they 
had been painfully slow in liquidating 
the small credit extended. We had 
finally placed the account on a C.O.D. 
basis. Our file also contained a free 
reciprocal Credit Interchange Report as 
of January, 1932, indicating a past due 
indebtedness amounting to some $1,- 
500.00. So reviewing this information, 
I requested an up-to-date Credit Inter- 
change Report and a new agency check- 
ing, and dismissed the matter for the 
moment. 

The following day the promised state- 
ment did come in, but an enthusiastic 
salesman from “The Hope Electric 
Company” appeared and spent the day 
with our service man learning the me- 
chanics of our refrigerators. He was 
quite optimistic and had already sold six 
prospects and taken a number of sales 
away from competitors. 

Successive mails failed to bring in 
the necessary figures, so our salesman, 
eager to get the order on the way while 
things were hot, said he would return 
to Hopetown and urge Mr. Hope to get 
the statement in if it did not appear 
in the following morning’s mail. No 
statement showed up, so our salesman, 
having business in an adjacent town, 
decided to push matters along. 

The following day, by special deliv- 
ery, we received this statement, which 
shows a small yet reasonably healthy 
condition; better than I expected. 


.... SEPTEMBER, 1932 


Gentlemen: For the purpose of in- 
ducing you to extend credit to the 
undersigned, and to purchase from the 
undersigned, from time to time, notes, 
drafts, acceptances, conditional sales or 
lease contracts, chattel mortgages, or 
other choses in action, I present to you 
the following statement of my financial 
condition: 


ASSETS 
Cash on hand and in bank. .$ 714.23 
Customers’ notes on hand... 320.53 
Customers’ accounts, good... 580.70 
Customers’ notes and ac- 
counts, value doubtful... 
Merchandise 
Furniture & fixtures 
Machinery, tools & truck... 


86.00 
3,861.17 
576.50 
430.00 


Total assets 


LIABILITIES 
Notes payable to bank.... 
Notes payable, merchandise. . 
Surplus 


$6,569.13 


$ 500.00 
311.02 
5,758.11 


$6,569.13 

Have you any contingent liability? 
No. 

Have you endorsed any paper as ac- 
commodation? No. 

What amount of insurance is carried 
on merchandise? Fully covered. 

Total amount of annual - sales? 
$30,000.00. 

Are there any legal proceedings or 
unsatisfied judgments standing against 
you? No. 

I hereby certify that the above state- 
ment fully and truly sets forth my fi- 
nancial condition on 20th of April, 
1932. This condition you may regard 
as continuing, and I agree to notify you 
promptly in writing of any change 
which may materially affect my finan- 
cial responsibility as shown by this 
statement. 

Signature: Hore ELectric COMPANY 

By: Epwarp F. Hope, Proprietor 
John Brown, Witness. 

April 20, 1932. 

But, wait a minute! The January 
free reciprocal Credit Interchange Re- 
port showed indebtedness of approxi- 
mately $1,500.00—this statement only 
indicates an indebtedness for accounts 
of $311.02! “We immediately called 
the Atlanta Credit Interchange Bureau 
and found that they had discovered past 
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due trade indebtedness amounting to 
approximately $1,800.00. In addition 
to this, other comments brought out 
the fact that one subscriber was holding 
a $200.00 “No Good Check”, and an- 
other member reported contingent li- 
ability paper amounting to $1,800.00. 
This did not compare very favorably 
with Mr. Hope’s claim that he had 
$741.23 in the bank, nor his statement 
that he had no contingent liability. 


Faced with these discrepancies, it was 
apparent that something was wrong. 
Considering the customer’s background, 
we decided a personal interview would 
be to the advantage of all concerned. 
So, taking the salesman along, we made 
a fast trip to Hopetown, arriving just 
before noon. 


When we reached the customer’s 
place of business, we found the enthu- 
siastic salesman in charge, and his en- 
thusiasm hadn’t diminished in the least. 
He was raring for ice boxes, and wanted 
to know why we hadn’t brought a 
dozen or so with us. He told us none 
but ours would sell in that town. He 
had closed a number of prospects sight 
unseen, and scotched the sales of a num- 
ber of competitive boxes. I noticed 


boxes of two competitive lines on the 
floor, and asked about them. 


“They are going back,” he said, 
“couldn’t sell that junk.” They hap- 
pened to be good boxes, for I own one 
and know. Finally he sent a mechanic 


for Mr. Hope. 


Through the window I was able to 
see Hope approaching, and had a chance 
to study his face while he carried on 
a desultory flirtation with a couple of 
girls before the store door. Intuitively 
I distrusted his face. However, I 
snapped out of it fast, for I realized a 
credit interview must be approached 
with an open mind. Screwing on my 
most engaging smile, I was introduced 
by our sales ambassador. Hope was 
pleasant indeed, but, when I suggested 
that we go where we could talk pri- 
vately, the smile on his face froze and 
set in a mask-like mold. 


Finally when we were more or less 
comfortably seated in his private of- 
fice, I opened the bidding. 

“Mr. Hope, I want to check this fi- 
nancial statement with you before send- 
ing it on to the Finance Company.” His 
face froze harder. No response. 


“Your girl prepared this statement, 
didn’t she?” 

“No, I made it up myself,” Hope 
grunted. 

“Oh,” I said, “I thought maybe your 
bookkeeper made it up and you signed 
it. Are you satisfied the figures are 
correct before I send it to the Finance 
Company? The accounts payable, for 
instance—$311.02, aren’t they rather 
low?” 

Hope looked as if a word or an ef- 
fort to speak might crack his face. 
However, he didn’t look me in the eye, 
but mumbled, “‘They’re correct. I took 
them off the books myself.” 

There was an uncomfortable pause. 

“Well,” I said finally, “they can 
hardly be correct as I have learned of 
one concern that you owe nearly a 
thousand dollars to.” 

““Which—which one?” he parried, 
with a glassy look in his eye. 
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“I haven’t been given the creditor’s 
name,” I said, “but how about the item 
‘Contingent Liability’? Haven’t you 
discounted a lot of radio paper?” 

“Oh,” he replied, “is that what that 
means? I didn’t know that.” 

“Well, Mr. Hope,” I continued, “we 
came down in a friendly spirit to see 
if we could help you work this out. We 
doubt that you realize the seriousness 
of sending a false financial statement 
through the mails.” 

Hope turned red behind the ears, and 
sliding off the top of the safe where he 
had been perched, picked up his hat and 
started out. Turning, as he opened the 
door, he said to our salesman, ‘Forget 
about that order. I'll make other ar- 
rangements.” And he dashed out. 

Frankly, I was too disappointed in the 
interview even to eat in the town, so 
we pushed the car back home in record 
time. 
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@ “Always hindsight 
than foresight by a darn sight” 
we need both equally 


more 


by Dr. RAYMOND B. PINCHBECK, University of Richmond. 


Two years ago, October 17, 1930, 
the writer was privileged to read 
Ma paper before a regional meeting 
of the National Association of 
Credit Men. That paper was captioned, 
“The analysis of financial statements 
for credit purposes.” The present arti- 
cle may be regarded as a sequel to that 
subject. The former was an attempt 
to outline the philosophy and technique 
of analyzing the financial statements, 
and related financial and operating 
data, of a business with a view to es- 
tablishing its credit needs and strength. 
The present discussion is.a modest at- 
tempt to outline the philosophy and 
method of using budgets for operating, 
forecasting, financing and planning 
business operations. The former treat- 
ment sought to analyze the past opera- 
tions as a basis of credit strength while 
we now attempt to use this past and 
completed historical data as a basis of 
planning the future operations of the 
business under analysis. 

Credit strength may be indicated by 
an analysis of the past history of a 
business, but the liquidation of credit 
operations is buried in the uncertainties 
and vagaries of future events. Unless 
these refined analyses of past operating 
and financial history of the business 
are scientifically used to plot a future 
plan and course for the business which 
is seeking credit, such analyses are lit- 
tle more than interesting post mortem 
examinations. They are still pictures 
cf a once animated and moving past 
which may have relatively little rela- 
tion to future events. 
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Countless thousands of business firms 
in the United States are able to show 
eminently creditable financial  state- 
ments and operating experience prior 
to that fateful October in 1929. Yet 
few indeed are those who would be 
willing to give any serious weight to 
that past experience in granting credit 
at this time. The three intervening 
years have brought very different ex- 
periences to these same firms. These 
three years’ experience do not tell a 
sufficiently reliable story to picture the 
credit strength and needs of these firms. 
It is necessary to know in minute de- 
tail this past record, but it is even more 
essential to have a program of action of 
the firm for its immediate, and if pos- 
sible remote future. There is an old 
adage to the effect that “we always have 
more hindsight than foresight by a 
darn sight.” Certainly this’ is alto- 
gether too true in the extension of 
credit, particularly during such unpre- 
dictable changes as now beset the eco- 
nomic system. 

There is an increasingly strong feel- 
ing among credit analysts and econo- 
mists that well planned and executed 
financial and operating budgets will be 
regarded as an essential-part of the data 
upon which credit strength of a busi- 
ness firm is based. This conviction has 
long prevailed among accountants, or- 
ganization and management experts 
with reference to the scientific man- 
agement of business. Trade associa- 
tions who have long worked for the 
establishment of uniform financial and 
cost accounting systems are now turn- 
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ing their attention to the use of budgets 
by their members. Credit agencies are 
predicting that credit reports of the 
future will include the operating bud- 
gets of those firms rated by such agen- 
cies. Bankers are beginning to ask and 
even require budgets as a part of the 
information upon which they predicate 
the extension of credit to a particular 
firm. 


Individuals are being urged by insur- 
ance companies, savings banks, and 
those to whom they are indebted, to 
plan their living expenditures and sav- 
ings under a well planned budget. The 
long struggle of Congress, the various 
state, city and county governments to 
balance their budgets has popularized 
the term budget in its grimmest sig- 
nificance. No doubt this great move- 
ment for planned future operations is a 
phenomena of falling prices, profits, 
wages and other forms of income. 
Prices and all forms of income have 
been falling steadily since 1920 and 
sharply since 1929. There are many 
economists who point to our past his- 
tory and assure us that we face an- 
other ten to fifteen years of falling or 
lower prices. During rising price pe- 
riods it often appears unnecessary to 
plan the individual business in any very 
great detail since mere possession of 
goods for a time will yield increasingly 
higher profits as a consequence of ris- 
ing prices. Wages and other incomes 
ultimately follow the rise in prices with 
the result that recipients of these forms 
of income spend without plan and with 
abandon. Even those agencies of gov- 
ernment, business firms, and individuals 
who use budgets during rising prices 
rarely give planned economy their grav- 
est attention. 


Since the turn of the present cen- 
tury much has been said and written 
on the use of budgets in the planning 
and orderly operation of the functions 
and finances of the state, local and na- 
tional governments. Prior to 1900 
“pork-barrel” and “logrolling” tactics 
accompanied the fiscal and operating 
functions of virtually all units of 
American government. At the begin- 
ning of the century researchers, bu- 
reaus of municipal research, interested 
Citizens, civic bodies and chambers of 
commerce, and economists and political 
scientists begun to make investigations 








and credits 


which were to ultimately result in revo- 
lutionary changes in the fiscal and ad- 
ministrative conduct of government. 
These studies covered such fields as gov- 
ernmental organization, comparative 
costs of government, personnel admin- 
istration, budgeting and the need for 
city and fiscal planning. Later came 
scientific city planning, city zoning, 
and now in at least one large midwest- 
ern city comes the idea of capital plan- 
ning to care for schools, streets, sewers, 
water systems, public buildings and 
other long time capital investments of 
the municipality. 

It is interesting to note that this great 
movement for greater efficiency and 
less corruption in government followed 
the scientific management movement 
under such leaders as Frederick W. Tay- 
lor. However, the presence of grossest 
corruption and inefficiency in several of 
the larger American municipalities fo- 
cussed the attention of civic leaders and 
experts on the problem. The movement 
for scientific budgeting and govern- 
mental administration first took prac- 
tical form in New York City and was 
followed by the adoption of budgeted 
finances in Philadelphia, Boston, Cin- 
cinnati and scores of other large cities. 
Later the United States government 
aided the movement by publishing com- 
parative fiscal statistics for all cities of 
over 30,000 population, showing the 
costs and functions of these govern- 
ments. Beginning with California and 
Wisconsin in 1911 the budget idea was 
rapidly adopted by the state govern- 
ments. In 1919 some forty-four states 
were using a budget, while in 1930 all 
the states had adopted the general idea 
of the executive budget instead of hap- 
hazard and unplanned governmental ex- 
penditure. 


In December, 1909, President Taft 
asked Congress to appropriate $100,000 
to be used in the investigation of 
“method of transacting the public 
business.” Though a presidentially ap- 
pointed commission began work in Sep- 
tember, 1910, and the president re- 
ported the “need for a national budget” 
on June 27, 1912, the matter was 
pigeon-holed by Congress until the 
“budget and accounting” act of June 
10, 1921, became a law. The first na- 
tional budget was transmitted to Con- 
gress by President Harding on Decem- 


a Credit analysts now regard budgets 
as an essential part of data for 
credit granting because credit 


strength can 


be dissipated by 


the vagaries of future events. 


ber 5, 1921, and was related to the 
fiscal year ending June 30, 1923. Thus 
the national government had operated 
for 134 years without a scientific sys- 
tem of budgeting and planned economy. 

The idea of budgeting and planning 
in industry, that is, in a scientific and 
painstaking manner is a post-war de- 
velopment. A few very large compa- 
nies had used systems of forecasting 
physical estimates and financial esti- 
mates prior to the depression of 1920- 
22. Some few of these large companies 
extended budgetary control to all of 
their business operations. However, it 
was the deflation following 1920 that 
first led a considerable number of cor- 
porations to plan their sales, production, 
purchases, manufacturing expenses, 
sales expenses, markets and territories, 
labor and personnel systems, cash po- 
sition and balance sheet relations, and 
the profit and loss statements, all well 
in advance of actual performance. 

It is thus seen that the sagacious 
business leadership of the nation, which 
is sO prone to criticize governmental 
leadership and methods, has been among 
the last to adopt scientific planning and 
budgetary control to their own affairs. 

However, the development of the 
idea of planning of individual plants 
and industries, and the use of budgetary 
control in business operations, has been 
increasingly significant during the past 
ten years. In 1930 the National In- 
dustrial Conference Board sought to 
discover the extent to which American 
manufacturing industries were using 
budgetary control and planning, the 
methods of planning used, and their 
success. ‘Though they chose only cor- 
porations with a production, in terms 
of sales, of over one hundred million 
dollars in volume, and a credit rating of 
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AAAA it found some 294 companies of 
this size. These companies represented 
seventy-six industrial groups with from 
one to nine companies in each group. 
Fifty-five per cent of these companies 
were using budgetary control in one 
form or another, and were attempting 
to plan their operations in advance. © 

The United States Chamber of Com- 
merce, the American Management As- 
sociation, and the International Man- 
agement Institute are among the im- 
portant business associations who have 
given serious thought to the possibili- 
ties of planning industry in terms of the 
individual company or business. In 
1930 Mr. Howard Coonley told the 
United States Chamber of Commerce, 
in its annual meeting, that the two 
outstanding changes which had taken 
place in American industry were: (1) 
the change from hand-labor, and job- 
lot production to concentration of labor, 
and specialized machinery under a sys- 
tem of mass production, and (2) a 
change from making what management 
willed, expecting to find ready buyers, 
and hiring and firing of men according 
to whether success was attained by the 
above production policy, to making 
what can be sold, and reducing labor 
turnover by scientific personal and in- 
dustrial relations policies executed un- 
der skilled guidance. The first of these 
changes had begun before the World 
War, while the latter has developed pri- 
marily since 1920. One of the greatest 
factors in the latter change is consistent 
of budgetary control and planning in 
American manufacturing industry. 

So important has the need for plan- 
ning in industry and commerce become 
that from July 10 to July 12, 1930, a 
Conference on Budgetary Control was 
held in Geneva, Switzerland, under the 
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auspices of the International Scientific 
Management Committee. Over 100 
delegates from 25 countries were present 
and learned papers on various phases of 
industrial budgeting were presented. 
Among the resolutions adopted by the 
conference was the following: 


“The International Conference on Budgetary 
Control considering the importance of budgetary 
control for private and public administration, 
recommends that the International Management 
Institute should cooperate with the International 
Committee for Scientific Management, and with 
the National Committees or organizations in 
promoting the formation of research groups 
which will study the application of budgetary 
control in individual cases.” 

The above conference defined bud- 
getary control in the following man- 
ner: 


“Budgetary control (in industry) is a method 
of rationalizing whereby estimates covering dif- 
ferent periods of time are, by study of statistical 
records and analytical research of all kinds, es- 
tablished for all and everything affecting the 
life of a business concern which it is possible 
to express in figures. 


“These established standards are constantly 
revised and checked for the periods determined, 
in light of actual achievement; with the double 
purpose of correcting the estimates, and of 
initiating the investigation and correction of 
causes of discrepancies.” 

The National Industrial Conference 
Board defines budgetary control as (1) 
“The assembling of information that 
may have an effect on its (the business) 
operations during a stated ensuing pe- 
riod, (2) applying the information to 
forecast trends and to formulate a pro- 
gram, and (3) using the program cur- 
rently for measuring operations.” Mr. 
M. V. Hayes in his book, “Accounting 
for Executive Control,” defines bud- 
getary control as “that branch of ac- 
counting which deals with the science 
and the art of forecasting future oper- 
ations.” The budgetary method has also 
been defined as an instrument of coop- 
eration, coordination, and control. In 
short, budgetary ccntrol amounts to 
planning the future operations of a 
business concern on the basis of ana- 
lyzed past results and careful research. 

Successful use of budgetary control 
and business planning presumes the ex- 
istence of certain definite factors. (1) 
The business organization must be prop- 
erly coordinated and efficient in the per- 
formance of its functions. The firm 
may be organized on the basis of “line 
and staff”, “functionalized depart- 
ments”, or on the “committee type.” 
Which type of organization is chosen 
is of little importance so long as each 
step in production is functionalized 
and certain persons are definitely re- 
sponsible for its execution, each depart- 
ment is properly coordinated with all re- 
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lated departments and the continuous 
processing necessary to manufacture. 
(2) It goes without saying that a de- 
tailed and complete financial accounting 
system is another fundamental essen- 
tial to budgetary control. From this 
system of accounts detailed balance 
sheets and profit and loss statements 
should be periodically drawn, at least 
once each month. This is possible if 
accurate perpetual inventories are care- 
fully kept. The financial accounting 
system should also yield certain basic 
and useful statistics on operations and 
production. Comparative _ balance 
sheets and profit and loss statements 
should be constantly kept before the 
management. If possible the statement 
of profit and loss should be departmen- 
talized so as to allocate expenses as 
far as possible in the absence of a cost 
accounting system. Moreover, the de- 
partmental responsibility for output and 
expenses should be directly tracéable to 
a responsible executive. 

The third factor essential to success- 
ful budgetary control is a good system 
of cost accounts. (3) Though the 
needs and peculiarities of different lines 
of industry lead to the use of various 
systems of cost accounting, a good 
costing method is highly essential in 
successful industrial planning and bud- 
getary control. If possible a system of 
costs widely used in the line of industry 
should be chosen in order to make pos- 
sible comparison of cost experience with 
other members of the industry. Trade 
associations and accounting firms have 
done much to develop such standardized 
cost systems. A good cost accounting 
system should show the direct materials, 
direct labor, factory costs, and over- 
head or burden costs of each “job” 
or process. From such actual cost de- 
termination may be developed “standard 
costs” which are predetermined and 
more or less ideal cost experience set in 
advance of actual production. Thus 
cost accounts break down the expenses 
of the general profit and loss statement 
and show just what jobs or processes 
were responsible for the costs, and what 
each job or process yielded in revenue. 

Standard costs are ideals by which to 
check actual experience even though 
such standard costs themselves must be 
subject to constant revision. In an 
ideal factory where all operations are 
standardized, piece rates and standard 
time for each operation established, spe- 
cifications used for all parts, materials 
and supplies, actual costs and standard 
costs would approximately equal one 
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another. Naturally then, only actual 
cost experience would be used in the 
making and execution of the budget. 

It should be said here that while we 
appear to have assumed that the meth- 
ods of budget making and control are 
primarily useful to the manufacturing 
firm this is far from being true. Few 
indeed are the business firms, large or 
small, who cannot profit greatly by the 
use of budgetary control and planning. 
Naturally the refinement of detail, 
method, and technique will be varied 
and simplified where budgetary control 
is applied to the smaller firm. Firms 
engaged in the merchandising of fin- 
ished manufactured goods need not only 
the benefits of budgetary control, but 
greater use of cost accounting methods 
in their businesses. More will be said 
on this subject in the discussion of 
market analysis and the sales program. 

A fourth essential factor in budgetary 
control and planning is adequate su- 
pervision. (4) Budget supervision 
means that some person, or persons, 
must be delegated as supervisor or di- 
rector of planning and budgeting. This 
involves not only the making of the 
budget but also the research, analysis, 
revision and actual direction of the 


execution of the completed and revised 
budget. The following table shows the 


persons in the 93 companies studied by 
the National Industrial Conference 
Board who were responsible for bud- 
getary control. 


Titles of Executives in Charge of Budgets as 
Reported by 93 Companies 
(National Industrial Conference Board statis- 


Executive 

President 

Assistant to the President 
Vice President 

Treasurer 

Assistant Treasurer 
Comptroller 

Assistant Comptroller 
General Manager 
Statistician 

Auditor 

General Auditor 
Secretary 

Superintendent of Plant 
Comptroller of Budget 
Budget Supervisor. 
Budget Director 

Budget Control Officer 
Manager of Control Department 


Manager of Forecast & Analysis Dept... 1 
Cost Manager 


Factory Accountant 


Total companies studied 


It is thus seen that some 70 
93 companies center the function of 
planning and budgeting in the offices of 
the president, vice-president, treasurer, 
assistant treasurer, comptroller or as- 
sistant comptroller. (Cont. on page 39) 
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by C. L. PARDEE, Jr., 


Commercial Credit Co.., 
Baltimore, Md. 


The term “inspection report” is one 
which, a number of years ago, was 

M used primarily in connection with 

reports obtained by insurance com- 
panies on their prospective policy hold- 
ers. While this type of report covers 
the subjects worth and income it espe- 
cially emphasizes his character and hab- 
its. Unfavorable information is given 
without reservation. There is no “‘pussy- 
footing” and it is not necessary to try 
to read between the lines. 

These character reports have been 
used by finance companies for many 
years. At first reports were furnished 
which were written on the same forms 
which were in use when making reports 
on insurance risks, but the companies 
making these reports through copera- 
tion with the finance companies, as well 
as with other types of business which 
made use of their services, developed 
special forms of reports particularly 
emphasizing certain items of informa- 
tion required by the particular demand 
of the business. 

While these companies are not ma- 
gicians and will not attempt the impos- 
sible, the spirit of cooperation which 
has been shown has helped the finance 
business materially in the close checking 
of dealer risks, as well as the selection 
of purchaser risks, with the consequent 
elimination, to a large degree, of un- 
desirable types of business. The veri- 
fication in special cases of ownership 
of the mortgages on property, taken 
from the public records, and the physi- 
cal check of articles financed on whole- 
sale on the dealer’s floor, are some of 
the things which the inspection com- 
panies are doing for financing organi- 
zations on a nation-wide basis. Speed 
to the extent of local reports within two 
or three hours is not a promised or de- 
sired service, and some of these com- 
panies have absolutely barred the use of 
telephones for the gathering of any in- 


Surveying character 


“Good merchandise, honestly 


sold to good risks, occasions 
losses 


Ml 


for anyone. 


formation, which is one of the reasons 
why their reports contain so much 
“meat”, since their inquiries are made 
by reporters who personally contact the 
sources of information and fully de- 
velop any unfavorable indications which 
may be disclosed. Nevertheless, in a 
case of special emergency it is quite 
possible to pick up your telephone, talk 
with a local office and within 24 hours 
or less, have a concise wire report on 
someone on the other side of the con- 
tinent. 

Their services are all of value, but 
the outstanding feature is the benefit 
to be derived from the on-the-ground 
report on “John Doe”. This tells not 
only of his occupation, worth and in- 
come, but gives the credit man sufficient 
information for him to build a mental 
picture of the man, his surroundings 
and habits, and thereby determine the 
moral hazard. 

From the standpoint of granting 
dealer credit, inspection reports are of 
particular value covering the moral 
hazard of the individuals connected 
with the dealer organization. They fur- 
nish the credit man with a picture of 
those individuals as seen by members of 
the community in which they reside. 
They help materially to bring to light 
any underlying personal conditions 
which might have a very strong bear- 
ing on the extension of credit. They 
have disclosed instances where dealers 
were keeping up their payments on nor- 
mal trade accounts with reasonable 
promptness, but members of the dealer 
organization were shown to be owing 
small personal accounts, locally, which 
had run unpaid for months and were 
virtually impossible to collect—a set of 
contrary circumstances well worth care- 
ful consideration. They have uncov- 
ered existing moral hazards which were 
not suspected from other information 
received, and which, when known, were 
the cause of either refusing the ac- 
count or setting up special safeguards in 
keeping with the conditions disclosed. 


Without these reports there would be 
many cases where a true and complete 
picture of the risk involved would be 
lacking. 

However, these reports have much 
more than a negative value. They help 
select the exceptionally strong moral 
risk which might normally be consid- 
ered too light financially, and because 
of the additional background furnished 
it is possible to save such accounts from 
the limbo of rejected business. Pre- 
venting the rejection of safe business is 
a major economy for it saves loss of 
good will, loss of sales effort, loss of 
time and expense in investigating the 
account, and last, though far from the 
least, it may be the means of prevent- 
ing one more concern from going out 
of business. 


'n these times of stress and frequent 
financial difficulties when the compara- 
tive financial statements of many 
businesses, both large and small, show 
losses instead of progress, the inspec- 
tion report is of unusual value, because 
the question every thinking credit man 
must ask himself is whether, in the face 
of the adversities already sustained and 
those which may come, the individuals 
who form the motive power for the 
business are the type of men who have 
the strength of character and deter- 
mination to see it through, or are peo- 
ple of that weak category who may re- 
sort to either bankruptcy or some 
dishonest methods to salvage something 
for themselves personally. . It takes 
strong character to nurse a sick busi- 
ness faithfully and in such a situation 
there are many temptations which pre- 
sent themselves to weak individuals. 

From a retail purchaser standpoint, 
inspection reports are one of the most 
certain methods of eliminating the boot- 
legger, the “skip”, or other undesirable 
moral risk. The occasional risk of this 
type which sometimes creeps through 
the gate represents but a very small pro- 
portion of volume. On the other hand 
such an occasional transaction can con- 
tribute largely to the loss ratio of the 
dealer as well as the finance company— 
because of excess collection costs as well 
as actual losses. Every time such a risk 
is eliminated through the use of an in- 
spection report—(Continued on page 38) 
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Nation-wide collection and sales conditions 


What they are at present 


The outlook for the near future 


CREDIT AND FINANCIAL MANAGE- 

= MENT offers its regular monthly 
Mi survey of collections and sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 
ports are the results of the daily ex- 
perience of the leading wholesaling and 





manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country. 
These reports have been tabulated so 
that you may see at a glance how con- 
ditions are reported in various cities in 


each state, also what cities report a con- 
dition of “Good, Fair or Slow.” At the 
end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 
sales conditions in the cities listed. 





State City Collections Sales State City Collections Sales 


Birmingham Slow Fair 


Slow 


Minn. Duluth 


Minneapolis 
‘St. Paul 
Kansas City 
St. Louis 
Billings 
Great Falls 
Helena 
Omaha 


Newark 


Albany 
Binghamton 
Buffalo 
Elmira 
Rochester 
Syracuse 
Utica 


Charlotte 
Fargo 


Fair 
Fair 
Fair 


Fair 
Fair 
Fair 


Phoenix Slow 


Ft. Smith 
Little Rock 


Los Angeles 
Oakland 
San Francisco 


Slow 
Slow 
Fair 
Fair 
Fair 


Fair 
Fair Slow 


Slow 


Slow 
Slow 
Fair 
Fair 


Slow 
Slow 
Fair 
Fair 
Fair 


Slow 
Fair 
Fair 
Denver Slow 


Pueblo 
Bridgeport 
Hartford 
New Haven 
Waterbury 


Slow 
Fair 


Slow 
Fair 


Slow Slow 


Fair 
Slow 
Fair 
Slow 


Fair 
Slow 
Slow 
Slow 


Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 


Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 


Washington Slow 


Fair 
Jacksonville 
Tampa 


Slow 
Slow 


Slow 
Slow 


Macon 

Boise 

Peoria 
Springfield 
Evansville 
Ft. Wayne 
Indianapolis 
Terre Haute 
Burlington 
Cedar Rapids 
Davenport 
Des Moines 
Ottumwa 
Sioux City 
Waterloo 
Wichita 
Lexington 
Louisville 
New Orleans 
Baltimore 
Boston 
Springfield 
Worcester 
Detroit 
Grand Rapids 
Lansing 
Saginaw 


Fair 
Good 


Slow 
Fair 


Fair 
Good 


Slow 
Fair 


Slow Slow 


Fair Fair 
Cincinnati 
Cleveland 
Dayton 

Toledo 
Youngstown 
Oklahoma City 
Tulsa 

Portland 
Allentown 
Altoona 
Harrisburg 
Johnstown 
New Castle 
Pittsburgh 
Wilkes-Barre 


Providence 


Sioux Falls 


Chattanooga 
Memphis 


Fair 
Slow 
Slow 
Slow 
Slow 
Slow 
Slow 
Fair 
Slow 
Slow 
Fair 
Slow 
Slow 
Slow 
Slow 


Fair 
Slow 
Slow 
Slow 
Slow 
Slow 
Slow 
Fair 
Slow 
Slow 
Fair 
Slow 
Slow 


Slow 
Fair 
Slow 
Fair 
Slow 
Slow 
Slow 
Slow 
Fair 
Slow 


Good 


Slow 


Fair 
Fair 
Slow 
Fair 
Slow 
Slow 
Slow 
Slow 
Slow 
Slow 
Fair 
Slow 


Slow 
Fair 


Fair 
Slow 
Slow 
Fair 
Slow 
Fair 
Fair 
Slow 
Slow 
Slow 
Slow 


Fair Slow 
Fair 
Slow 


Slow 


Slow 
Fair 
Slow 
Fair 
Slow 
Slow 


Fair Slow 
Fair 
Slow 
Fair 
Fair 
Fair 
Slow 
Slow 
Slow 


Slow 
Slow 


Slow 
Fair 
Slow 
Slow 
Slow 
Slow 


Austin 
Dallas 

E! Paso 

Ft. Worth 
San Antonio 
Waco 


















State City Collections Sales State City Collections 

Utah Salt Lake City Slow Fair W. Va Bluefield Slow Slow 
- Charleston Slow Slow 
Va. Bristol - Fair Fair Clarksburg Slow Fair 
Norfolk Slow Slow Lynchburg Slow Slow 
Richmond Fair Fair Parkersburg Slow Slow 
Roanoke Slow Fair Wis. Fond du Lac Slow Slow 
; Green Bay Slow Slow 
Wash. _| Bellingham Slow Slow Milwaukee Slow Slow 
Seattle Fair Slow Oshkosh Slow Slow 

Spokane Slow Slow Terr. of 
Tacoma Fair Fair Hawaii Honolulu Slow Slow 





-@ Comments on collections and sales conditions @ 


ARIZONA: Phoenix reports the fol- 
lowing: ‘Although sales and collec- 
tions do not reflect any change, there is, 
without question, a better state of mind 
on the part of the local business men, 
and we hope this will soon be reflected 
in sales and collections.” 

ARKANSAS: Collections in Ft. 
Smith are expected to remain fair, due 
to the fact that wholesalers and job- 
bers are confining their sales to short 
terms and cutting out, or down, sales 
to merchants formerly on their books 
as “carry accounts.” Sales are not ex- 
pected to show any material gain until 
Fall. A reduction of 20 
to 25 per cent is antici- 


bly three or four months. More en- 
couraging is a general feeling that basic 
business is on the up-turn. Retail sales 
must be stimulated. Sales and collec- 
tions are generally slow. They feel that 
an improvement can only follow in- 
creased factory hours. The same is true 
of other towns in Western Connecticut 
and the Naugatuck Valley. 

FLORIDA: Jacksonville informs us 
that Summer is usually their slow sea- 
son, but this year has been the slowest 
they have ever had. Collections and 
sales are both at a stanstill. 

INDIANA: Labor conditions in the 


Changes since last month's survey 


coal fields of Terre Haute tend to some 
unrest and the manufacturers and re- 
tailers are both marking time. 

IOWA: Collections are slow in Dav- 
enport. The advance in price of hogs 
and cattle, and the promise of fine crops, 
are making the farmers more cheerful. 

KANSAS: Both collections and sales 
have fallen off in Wichita. 

MASSACHUSETTS: Springfield re- 
ports a general feeling of optimism. 
There has been a marked improvement 
in collections and sales in Worcester. 
The attitude of manufacturers and job- 
bers is cheerful. One mill-textile ma- 
chinery company reports 
a $3,000,000 initial order 
















pated under that of last 
year. The cotton crop is 
yet a little uncertain. 
Early rains caused the boll 
weavel to become active, 
but this has been arrested 
by recent hot weather. 
Little Rock reports collec- 
tions fair and sales slow, 
although some _ sections 
have improved somewhat. 
CALIFORNIA:  Col- 
lections and sales. in San 
Francisco have picked up 
since last month. 
CONNECTICUT: One 
report from Bridgeport 
states collections slowing 
up somewhat and sales for 
the first half of 1932 
ahead of corresponding 
period of 1931 in value 
and units, although they 
have slowed up some in 
the past month. Reports 
from some of Waterbury 
manufacturers are some- 
what encouraging. Or- 
ders have been received 
indicating an increase in 
working hours for possi- 


State City Collections Sales 
Arkansas Ft. Smith Fair to Slow 
Little Rock Slow to Fair 
California Oakland Slow to Fair Slow to Fair 


San Francisco 


Slow to Fair 


Connecticut Bridgeport Slow to Fair Slow to Fair 
D. C. Washington Fair to Slow 
Florida Tampa Fair to Slow 
Idaho Boise Fair to Good Fair to Good 
Illinois Peoria Fair to Slow 

Springfield Slow to Fair Slow to Fair 
Indiana Evansville Slow to Fair 
Iowa Cedar Rapids Fair to Slow Fair to Slow 

Ottumwa Fair to Slow 

Waterloo Slow to Fair Slow to Good 
Kentucky Louisville Fair to Slow 
Louisiana New Orleans Fair to Slow 
Michigan Grand Rapids Fair to Slow 
Minnesota Minneapolis Slow to Fair Slow to Fair 

St. Paul Slow to Fair 
Montana Billings Fair to Slow Fair to Slow 
Nebraska Omaha Fair to Slow 
New Jersey Newark Fair to Slow Fair to Slow 
New York Albany Slow to Fair Slow to Fair 
Ohio Cincinnati Slow to Fair Slow to Fair 
Pennsylvania Allentown Fair to Slow Fair to Slow 
Rhode Island Providence Slow to Fair 
South Dakota Sioux Falls Fair to Slow 
Texas Ft. Worth Slow to Fair Fair to Slow 

Waco Fair to Slow 
Utah Salt Lake City Fair to Slow Gon to Bale 
Virginia Richmond Slow to Fair 

Roanoke Fair to Slow Slow to Fair 
West Virginia Charleston Fair to Slow 


and other local manufac- 
turers except conditions to 
improve in the Fall. The 
retail hardware business is 
good. 

MICHIGAN: The peo- 
ple in this territory are 
trying to pay. Sales are 
slow and building is at a 
complete standstill. Busi- 
ness failures are not great 
in number and, an upturn 
of sales is expected in the 
Fall. 

MINNESOTA: Minne- 
apolis reports the follow- 
ing: “We have made in- 
quiry of representative 
firms in several industries 
in reference to collections 
and sales. Replies indi- 
cate very clearly that col- 
lections have moved from 
slow to fair. This is re- 
markable, inasmuch as this 
is a very slow season in 
this section. With our 
questionnaire to represen- 
tative business firms in 
this trade market we asked 
this ques- (Cont. on page 40) 
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EN Prentiss a ORs ake! 


Paging 


the new books 


Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 
business book 
lu 


THE CRISIS OF CAPITALISM IN 
AMERICA. By M. J. Bonn. John 
Day Co., N. Y. $2.50. 


Bobbie Burns, the Scotch poet, 
longed for the gift “to see ourselves as 
ithers see us.” We have not yet mas- 
tered that delicate art but so long as 
we have such penetrating and discern- 
ing analysts as this German economist, 
M. J. Bonn, we can get along very well, 
thank you, without the gift. 


“The Crisis of Capitalism in Amer- 
ica” was not written’ for American 
consumption. It was an attempt by 
the author to explain the America of 
boom years, from the war until Octo- 
ber, 1929, to our neighbors in Europe. 
For this purpose he was well equipped 
as he had been in our midst for several 
years as lecturer and exchange profes- 
sor—and observer. He observed every- 
thing, seemingly, that was essential to 
the American scene. Like the best 
German cameras, he caught every de- 
tail on the mental negative and when 
he returned to Europe and developed 
the negative, it became a prose positive 
that is so lucid, so well developed, and 
so inclusive of details of the scene be- 
tore the camera’s eye, and also the 
panorama, that the value and necessity 
of perspective is at once pleasantly ap- 
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parent. Only a foreigner could see us 
so well. 

Professor Bonn is by-lined as one of 
Germany’s foremost economists and a 
member of the League of Nation’s 
Gold Committee. To that should be 
added some recognition for his fluent, 
crystal-like prose for Mr. Bonn is more 
than an economist; he is, besides, a 
writer of ample ability. Yet not once 
does his writing muddle his logic, dis- 
lodge his presentation of facts and opin- 
ions, or disorganize his conclusions— 
and that is quite remarkable for our 
current crop of economists who burst 
into print at the slightest suggestion of 
an idea or variation of another’s idea. 

This volume is an account of the 
various factors and phases of our re- 
cent boom years. Everything comes 
under the author’s scalpel. Our family 
life, our city development, our farm 
conditions, our post-war credit and fi- 
nancial structure, and the influence of 
all of these on an imitative, America- 
conscious, prosperity-denied Europe. 
Then the crisis and its significance are 
brought into focus, and as you travel 
along with the smooth stream of Bonn’s 
prose you cannot but marvel at his 
erudition, his level-headedness, and his 
remarkable faculty for picking out the 
significant, sub-surface facts that af- 
fect the ways of our world. 

A depression that brings such a book 
and such an author to the fore cannot 
be 100 per cent bad. We must effect, 
as is the custom today, a cut of at least 
ten per cent from that figure. This 
volume should be adopted as compul- 
sory reading for every American busi- 
ness man solely because of his general 
economic illiteracy and the  well- 
rounded analysis this book presents as 
a lifting of the fog from the hazy, 
timid economic half-truths that are still 
accepted so thoroughly in these United 
States today. 

—Paut Haase. 


Go-getting 
genius 
THE SALES STRATEGY OF JOHN 

H. PATTERSON. By Roy W. 

Johnson and Russell W. Lynch. The 

Dartnell Corporation, Chicago and 

New York. $3.50. 

John H. Patterson, founder and 
head of the National Cash Register 
Company from 1884 to 1922, deserves 
to be ranked as the Number One Sales- 
man of American business history. He 
was not only a master salesman himself 
but he was a teacher of salesmen. In 
spite of the fact that Patterson was in- 
tolerant, temperamental and autocratic 


he was a builder of men as well as a 
builder of sales. Many of the outstand- 
ing sales executives and industrial lead- 
ers of the present business era received 
their apprenticeship and training under 
Patterson. C. F. Kettering, President 
of General Motors Research; Alvan 
Macauley, President of Packard Motor 
Car Company; T. J. Watson, President 
of International Business Machines and 
Richard H. Grant, the sales genius of 
General Motors, are all Patterson 
trained men. 


This book imparts to the reader 
much of the information, psychology 
and knowledge that Patterson in his 
life time imparted to these great busi- 
ness leaders who worked under him. 
The object of this book has been to 
present in practical and comprehensive 
detail the theory and practice of con- 
structive sales promotion as it was de- 
veloped by Patterson and applied with 
spectacular success to National Cash 
Register. The authors rightly state 
that “he came very close to being an 
authentic genius; one of the very few 
that American business has produced.” 


The sales organization created by 
Patterson has never been surpassed—or 
even equalled. The most successful 
sales promotion programs of today fol- 
low the clear-cut principle elucidated 
by Patterson in his thirty-eight years 
of master salesmanship. No business 
man can understand sales and adver- 
tising fully and completely without 
reading this splendid volume. This 
book will pay high dividends to the 
man who will study it seriously. It 
will teach you how to sell yourself as 
well as sell a commercial product. It 
is fascinating reading because it has 
caught and recorded the personality and 
genius of “The daddy of modern sales 
management.” 

—Cnuester H. McCa it. 


Among those present: 


PRINCIPLES OF MARKETING. By 
Harold H. Maynard, Walter C. 
Weidler and Theodore N. Beckman. 
The Ronald Press Co., N. Y. $4.50. 


A revised edition of this volume in 
which “an attempt has been made to 
present a rounded-out treatment of the 
fundamental principles of marketing.” 
Added material brings more emphasis 
on various phases of marketing, such 
as distribution, consumption, voluntary 
chains and industrial marketing. This 
book is timely because these are the 
times for all good business men to come 
back to fundamentals, as the recon- 
struction begins. 








If the new Federal 
TAX LAW 


affects your business, see 
‘how this machine will also 
figure and accumulate the 
tax as the bills are written. 


COMPUTING 





TYPING 
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Execrricat multiplication—and many 
automatic features of operation—make 
Burroughs Typewriter Billing Machine the 
fastest billing machine in use today. It is 
the only billing machine that multiplies 
directly . . . as well as the only machine that 
types and computes a complete invoice in 


BURROUGHS TYPEWRITER BILLING MACHINE 





KE One JOB OF TYPING AND 
PUTING the INVOICE 


oneoperation. Allextending (by direct multi- 
plication), discounting, totaling and other 
calculations are performed as the bill is typed. 


Investigate this remarkable machine for sav- 
ing time, promoting accuracy and reducing 
billing costs. Telephone the local Burroughs 
office, or write Burroughs Adding Machine 
Company, 6168 Second Blvd., Detroit, Mich. 


Burroughs 








When writing to Burroughs, please mention Credit & Financial Management 














“This month's collection letter” 


Gentlemen: 


We are apparently unsuccessful in securing 
your cooperation in connection with your past due 
account of $55.90. Three previous letters re- 
main unanswered. 


Our records indicate the above amount to be 
distinctly past due and at a point where some 
definite action must be taken toward settlement. 
A continuation of your present attitude will lead 
to an unfavorable reaction on our part toward 
further credit and also to different handling of 
the present account. 


We do not believe we are taking an unreason- 
able attitude in requesting that the account 
either be settled or reduced within the next week 
or ten days. We shall, therefore, expect to hear 


We present our regular "this 
month's collection letter". It 
is unique and effective and an 
example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out is 


from you favorably within that time. 


This letter deserves your consideration. 


Very truly yours, 


SUN GLOW INDUSTRIES, INC., 


W. L. Scheifley, Collection Manager. 


@ “I am enclosing a collection letter 
for your consideration in connection 
with the monthly. collection letter 
printed in CREDIT AND FINANCIAL 
MANAGEMENT”, says Mr. Scheifley in 
submitting this spirited piece. 

“I realize this letter is not of the 
type usually printed in your magazine 
as it is used only when friendly letters 
have failed to accomplish their objective. 
It is our experience recently, however, 
that a number of dealers are delaying 
payment of their account as long as 
possible without actually impairing their 
credit. No doubt this is also true in 
other lines of business. This letter has 
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been very effective in bringing such ac-: 


counts up to date. 

“As an example of its effectiveness, a 
recent mailing resulted, so far, in action 
on over 60% of the accounts written.” 

There is an old line to the effect that 
“you can juggle figures but you can’t 
argue with them.” Most of our readers 
know of the necessity of writing a sharp 
collection letter to an impervious debtor. 
Often the letter seems strong but the 
response is weak. Mr. Scheifley’s letter 
gets the action that is ultimate proof of 
any letter’s true worth. 


CREDIT and FINANCIAL MANAGEMENT 


greatly underestimated. There 
is no short cut to profits as 
certain as collection letters 
that do their job. 


Send us your best and favor- 
ite collection letter for our 
"collection of collection let- 
ters" which we are gathering 
for readers of CREDIT 
and FINANCIAL MANAGE- 
MENT. 


A complete series of individual num- 
bers of the collection letters which 
have appeared in CREDIT AND FINAN- 
clIAL MANAGEMENT is available upon 
application to Miss Mary V. Larkin, 
Manager, Collection Letter Depart- 
ment, CREDIT AND FINANCIAL MAN- 
AGEMENT, One Park Avenue, New 
York. 


SEPTEMBER, 1932 











The Glass bill 
‘ under the glass 


(Continued from p. 9) any responsibilities 
which might devolve upon the holder 
of stock of any one of its units. 

Then there came the question of 
branch banking and that is one of the 
most controversial sections in the bill. 
It is too bad that discussion of those 
sections is confined pretty much to 
bankers, because I think the bank de- 
positors, particularly the small depos- 
itors in rural communities have much 
more at stake than the banks. 

Mr. Glass in a statement and address 
before the Senate on May 10, spoke as 
follows: 


“I have been now, for nearly 32 years a mem- 
ber of the Banking and Currency Committees 
of the other branch of Congress and of the 
Senate. I have been an intent listener and ob- 
server to all measures of importance that have 
been considered; and I assert here that never 
in the whole period has any merchant or busi- 
ness man having relationship with banks ever 
protested against branch banking. No man who 
has wanted credit, no man who wanted to bor- 
row funds with which to conduct his business 
has ever in that whole period raised his voice 
against branch banking. It has only been done 
by the bank which wanted a monopoly of 
credit in its community.” 

This question of branch banking gets 
a little foggy. We speak of branch 
banking as though that is a complete 
description, but it isn’t. In discussing 
a matter of such importance, I think it 
is very necessary that we define just 
what it is we are talking about. 

The Glass Bill, as it stands with the 
Vandenberg amendment, provides that 
a national banking association may, 
with the approval of the Federal Re- 
serve Board, establish and operate new 
branches within the limits, of the city, 
town or village, or any point within 
the state in which said association is 
situated. No such association shall es- 
tablish a branch outside of the city, 
town or village in which it is situated 
unless it has a paid-in and unimpaired 
capital stock of not less than $500,000. 
Except in a city, town or village where 
there is no national or state bank reg- 
ularly transacting customary banking 
business, no such association shall estab- 
lish a branch except by taking over an 
existing unit bank, or an affiliate of 
such association. 

There has been some talk of city 
banks wanting to absorb small country 
banks, etc., I do not believe it at all. 
The emphasis is all the other way, if 
our own experience can be taken as a 
criterion. 

I would like to quote another para- 
graph from Senator (Continued on p. 34) 


Collection Procedures and Policies of Wholesalers, Manu- 
facturers, Department Stores and Other Retailers, Mail 
Order and Instalment Houses ~ ~ ~ Including Constructive 
Credits, Psychology of Collecting, Legal Aspects, etc. 


Just Published: 


Effective 


Collection 
Methods 


by E. H. Gardner, of Benton & Bowles, 
and Frank A. Fall, Past Director, National Institute 
of Credit, National Association of Credit Men 


E. H. 
GARDNER 










FRANK A. 
FALL 


rt HE MANY NOVEL ideas contained in this volume will certainly be of great 

help to executives confronted with collection difficulties. It will be virtually 

a Godsend to those collection executives who may think that they have reached 
the end of their rope in their collection efforts because it will show them many novel 
and ingenious collection ideas and devices which Rave been effectively used by other 
companies whose methods are not generally known... an excellent manual and refer- 
ence book which ought to be on the desk of every credit executive in the country”— 
that’s what J. Anton Hagios wrote us when he had looked through this new book. 




















As a member of the management staff of the 
Policyholders Service Bureau of the Metropolitan 
Life Insurance Company, Mr. Hagios specializes 
in credit and collection problems presented to 
the Bureau by his company’s group policyholders. 
His comments are those of an expert, constantly 
in touch with current credit practices and on the 
lookout for new ideas and developments in this 
field. Hundreds of credit men throughout the 
country who already have bought it are echoing 


his enthusiastic praise as they put this new book 
to practical use. 


FFECTIVE COLLECTION METHODS of- 

fers you ideas and methods proved sound 
by the acid test of speeding up collections and 
reducing credit losses under today’s conditions. 
It is crammed with suggestions to help you in- 
crease the effectiveness of your collection work 
—to help you get in the money that is owing 
to your company without cutting down sales or 
losing good will. 


This book supplies a complete treatment of the 
practical work of collection that must be carried 
on in every business. It shows you how to de- 
velop sound, constructive policies that fit in with 
your company’s sales and credit policies, how to 
build the particular collection system that will 
prove most effective in meeting the requirements 
of your own business, how to apply salesmanship 
in your ccllection work, and how to meet the 
special collection problems that arise daily. 
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“Effective Collection Methods’ emphasizes the 
importance of the principle of resale as a vital 
élement in successful collections and demonstrates 
how this principle can be practically applied in 
almost all collection operations. It points out 
the six stages in which an account may be which 
furnish the key to the collection problem in any 
business. Recognition of these stages will make 
it easier for you to determine just what action 
will prove most effective in obtaining payment 
of a particular account. 


HE METHODS described have been drawn 

from the practice of hundreds of successful 
firms. The value of the principles underlying 
them has been proved by their ability to produce 
results—in some cases astounding results—wher- 
ever they have been skilfully and energetically 
applied. 


No matter how good your present collection 
policies and methods may be, you will find it 
distinctly worth your while to check them against 
the suggestions contained in this book to locate 
opportunities for further increasing theit effec- 
tiveness. We'll gladly send you a copy—on five 
days’ approval, without advance payment, and 
delivery prepaid—so you can examine the book 
in detail and see for yourself exactly what it 
has to offer you. If you are not satisfied in 
every respect return it without obligation of any 
kind. Otherwise remit $4.50 in full payment at 
the end of the five-day approval period. Fill in 
and mail the coupon below—the book will be 
shipped as soon as it reaches us. 


472 Pages, 41 Chapters, $4.50 


(fill in, tear out, and mail) 
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Sent for 5 Days’ Free Examination 


The Ronald Press Company, 
Dept. M524, 15 East 26th St., New York. 


Send me a copy of Gardner and Fall’s Effective Collection Method: 


Ss. 
Within five days after its receipt I will 
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Accounting 
forum 


An open clear- 
ing-house of ideas 
and news for 
credit executives 
by accountants. 


@ This question and the answers are taken 
from “The Journal of Accountancy”. The 
answers come from practicing accountants and 
any responsibilty for views expressed is dis- 
claimed by the American Institute of Account- 
ants. The differences of opinions in the answers 
indicate the personal nature of the answers. 


Bad debt losses 


Question: We have been requested 
to charge separately to surplus bad debt 
losses considered to be unusual losses 
during the present period of depression, 
and the clients submit that, at least in 
part, such unusual losses are due to in- 
accuracies in bad debt reserves for prior 
periods. 

Similarly, requests have been made 
that we separately charge to surplus 
computed amounts considered to be de- 
clines in inventory values due to the 
market trend of the past year. The 
argument submitted in this instance is 
that the management had no control 
over these price declines and therefore 
the item is of an unusual nature and 
not a proper charge to operations. In 
particular, we have had this request 
in one instance wherein the computa- 
tion of the decline is based on actual 
items included in the beginning and 
ending inventories at different values. 

Answer No. 1: 

(a) The treatment in the accounts 
of unusually large losses 
from bad debts due to the 
present business depression. 

(b) The treatment of inventory 
write-downs necessitated by 
price declines. 

The conditions described in your cor- 
respondent’s letter are not peculiar to 
one or two companies, and we venture 
to say that practically all industrial 
companies were faced with the same 
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problems in a greater or lesser degree 
at the close of the past year. 

With regard to (a) it is, of course, 
obvious that losses from bad debts are 
greater in periods of depression than 
in periods of prosperity, and we believe 
it has been the experience of industrial 
companies generally that considerable 
increases have been necessary in provi- 
sions for bad debts in the past two 
years. While it would undoubtedly be 
conservative practice to establish rea- 
sonably substantial reserves in prosper- 
ous times to provide for possible future 
losses from bad debts, we do not think 
that failure to provide ample reserves 
in the past would warrant charging to 
surplus losses now incurred which con- 
ceivably might have been provided for 
previously. However, reserves for bad 
debts are largely estimates at best, and 
probably it will be found that the ne- 
cessity for making unusually large pro- 
visions at this time is not due princi- 
pally to inaccuracies in previous re- 
serves but is a result of business condi- 
tions arising during the current year, 
which could not have been reasonably 
toreseen. It follows, therefore, that bad 
debt provisions should all be absorbed 
in the profit-and-loss account, and it 
has been our experience that this prac- 
tice is being followed practically with- 
out exception. Such charges may, of 
course, properly be shown as a separate 
item in the profit-and-loss statement. 

With regard to (b) it may be of in- 
terest to quote the following from the 
Institute’s Special Bulletin No. 7 issued 
in December, 1920: 

“It was agreed that it would be in 
order to show operating profits on the 
basis of inventories at cost (less usual 
provisions for obsolete stock, etc.) and 
the adjustment from cost to market as 
a special charge either against profits or 
surplus, provided that the procedure 
adopted was clearly described. In point 
of fact, the loss from the decline of 
prices is an offset to the extraordinary 
profits from increasing prices realized 


‘over a series of years and not an oper- 


ating loss of the year, but as the extra- 
ordinary profits in the past years have 
been included in the ordinary profits, 
any statement this year either must 
similarly absorb the corresponding de- 
cline or show clearly that this decline 
has not been absorbed in the operating 
results.” 

While the present conditions in some 
respects are comparable to those’ exist- 
ing in 1920, it should be borne in mind 
that in 1920 price declines took place 
over a comparatively short period; 
whereas in the present instance the 


trend of market prices has been down- 
ward over a period of some two years. 
There would not appear to be much 
point to the arguments advanced by 
your correspondent’s client that the 
price decline is of an unusual nature be- 
cause the management had no control 
over prices. Price declines and advances 
occur from time to time and are usu- 
ally beyond the control of manage- 
ment, and it would be quite imprac- 
ticable to attempt to eliminate from 
Operating statements the effect of 
changes in price levels either of pur- 
chases or sales or of fluctuations in vol- 
ume. Furthermore, we are satisfied that 
the treatment of an inventory write- 
down under present conditions as a sur- 
plus charge would be looked upon with 
disfavor by bankers and investors gen- 
erally, and in any analysis of operating 
results the write-down would be applied 
against the current profit. 

We do not think the fact that some 
of the items upon which the price de- 
clines are computed appear in both the 
opening and closing inventory has any 
particular bearing on the question. It 
simply means that the prices of these 
items have declined during the year and 
the difference must be absorbed in the 
write-down. It does, however, raise 
the question of whether a further write- 
down is required for obsolete or slow- 
moving stock. 

Answer No. 2: It is quite rare to 
find a commercial business of any size 
which can accurately ascertain at the 
end of each accounting period the ex- 
act amount of the losses which will be 
sustained in collection of the accounts 
receivable at a particular date. It is, 
therefore, generally admitted that the 
balance-sheet allowance for bad debts, 
with the resulting charge to the income 
account, is at best a careful estimate. 
There may be an occasional unusual 
case in which there would be justifica- 
tion for charging bad debts to surplus, 
but, as a rule, such charges should be 
made to the current income account. 
If a concern has set up reasonable es- 
timates of anticipated bad debt losses, 
and if, due to general business condi- 
tions such as exist at the present time, 
the amount of losses is abnormally high, 
then it would seem that such bad debt 
lcsses should be charged to the income 
account of the period in which the ac- 
counts are determined to be uncollecti- 
ble. 

One of the hazards of any business 
which carries an inventory is the varia- 
tion in inventory values due to market 
fluctuations. Inasmuch as such market 
Variations are an essential part of the 








to be no justification whatever for ig- 
noring such variations as proper charges 
to the income account. In any year in 
which there are abnormal declines, it 
might make a better presentation to 
show such abnormal amount as a sepa- 
rate deduction on the income account. 
There might conceivably be a case in 
which there has been a radical, and 
probably permanent, change in market 
values of some inventory item, and the 
inclusion of the full amount of such 
change might have no particular rela- 
tion to the operations of the year in 
question. For example, if some new 
process for producing raw materials had 
been discovered, and as a result there 
had been a radical decline in the market 
price and it was fairly certain that such 
reduced price would continue, then such 
a decline might preferably be set out 
separately in the income account, but 
might be charged to surplus, provided 
adequate disclosure of such surplus 
charge were made. 

We think it essential that in cases in 
which justification can be found for 
charging to surplus items which or- 
dinarily would be charged against the 
income account there should be ade- 
quate disclosure of the amounts so 
charged to surplus and the nature of 
such charges. 

On the whole, the questions raised 
in your letter are of common occur- 
rence under present business conditions, 
and usually are due to a desire to make 
the results of operations appear better 
than they actually are and to a failure 
to face the facts. 

Answer No. 3: As a matter of basic 
principle, every so-called surplus ad- 
justment is, in fact, a correction of the 
operating results of some year. There 
are cases in which losses arise which 
clearly apply to the operations of a 
prior year and may, therefore, be prop- 
erly charged against surplus. In a 
restatement of the surplus account, 
analyzed as to earnings of prior years, 
such an adjustment would be directly 
applied against the operations of the 
particular year affected. 

If it can be demonstrated logically 
that a reserve for bad debts, at the be- 
ginning of the year, was insufficient on 
the basis of facts ascertainable at the 
time, the relative increase in reserve for 
bad debts should be treated as a charge 
against surplus. 

So far as provisions for market de- 
cline in inventory are concerned, such 
provisions should be made by charges 
against operations in the year in which 
the declines occur. 





conduct of such a business, there seems 


Here, again, if it can be clearly dem- 
onstrated that inventories at the begin- 
ning of the year have, for one reason 
or other, been overstated, an adjustment 
of such inventory at the beginning of 
the year may be made by a charge 
against surplus, but the provision for 
such decline as may have occurred dur- 
ing the current period should be charged 
against current operations. 

As to inventory, it should also be 
noted that it is accepted practice to 
provide for substantial declines, which 
have occurred subsequent to the date of 
the balance-sheet (but prior to the is- 
suance of statements), by an appropria- 
tion of surplus. This provision is made 
for the purpose of stating the balance- 
sheet conservatively on the basis of lat- 
est available information, but the losses 
represented by such an appropriation of 
surplus should be absorbed in the opera- 
tions of the ensuing perid and the ap- 
propriation should be reversed. 


Appreciate 
appreciation 
(Cont. from page 15) 
ASSETS 
Current assets ......... $ 20,000.00 
Lend, ot Gest... .. 5... 4,150.00 


Land, at appraised value.. 100,000.00 


Ms eo eo es es 300,000.00 

Total assets ..... _.. $424,150.00 
LIABILITIES 

Current liabilities ...... $ 5,000.00 

Bonds payable ......... 200,000.00 


Capital stock & surplus.. 120,000.00 
Surplus from appreciation 


of land 


99,150.00 


$424,150.00 
With which exhibit I think I can 
safely turn the case over to the jury. 
But perhaps I had best sum up briefly 
in conclusion. Appreciation of values 
is a violation of the “cost less deprecia- 
tion” valuation rule, but the “cost less 
depreciation” rule needs occasional vio- 
lations, although it is generally appli- 
cable. We noted four general kinds of 
situations under which appraised values 
gave the credit analyst more significant 
information than the standard basis. 
There should, therefore, be no indigna- 
tion or disturbance of the emotions at 
encountering appreciation if it has been 
competently determined and not applied 
to the confusion of operating results. 
At its worst, the above conditions hav- 
ing been fulfilled, it is harmless. At 
its best it is nearly indispensable to an 
adequate report of the financial posi- 
tion. 








Code of ethics for 


« 


y, bank credit inquiries 


Any improper use or dissemination 
of information received in reply to 
inquiries, particularly if adverse, will 
destroy that mutual confidence 
necessary to the exchange of credit 
information. To betray that con- 
fidence marks the one responsible as. 
unworthy of receiving information. 


A letter of inquiry regarding mer- 
chandise credit should be used only 
when it is desired to supplement 
Credit Interchange or other trade 
reports with information of a more 
detailed or personal nature. This 
procedure will assure, worthwhile 
replies to letters of inquiry when 
there is real need for their use. 


When a commercial inquiry is ad- 
dressed to a bank named by the 
prospective buyer as a reference, 
that fact should be stated upon the 
inquiry. 

A letter of inquiry will be con- 
ducive to a more complete reply if 


it embodies the experience of the 
inquirer. 


A letter of inquiry should never be 
used as a matter of routine but 
should indicate clearly the object 
and scope of the inquiry. Its use 
for indiscriminate revision of files 
without need for information is un- 
desirable, unfair to the recipient, 
and tends to lessen decidedly a re- 
sponse to bona fide credit inquiries. 


If it becomes necessary to make a 
direct investigation and if more 
than one inquiry on the same sub- 
ject is sent simultaneously to banks 
in the same city, this fact should 
be stated in the inquiries, and the 
names of the banks given. 


If form letters are used in making 
inquiries, it is good practice to have 
them bear the manual signature of 


the inquirer, to establish responsi- 
bility. 

The one receiving an inquiry which 
states clearly the purpose of the in- 
vestigation being made fails in the 
performance of his duty if he 


neglects giving careful considera- 
tion to the inquiries made. 


In replying to inquiries, it is a 
breach of good faith to disclose the 
source of the information without 
permission. 


—As adopted at the N. A. C. M. 
Convention in Detroit, June, 1932. 
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| wholly disapprove of 
what you say and will 
defend to the death 
your right to say it.— 
Voltaire to Helvetius 


Thank you, sir 
Dear Sir: 

We just have to take time out for a 
few words of commendation for your 
magazine. The contents, of course, 
need no elaboration about, for they seem 
to strike right home. 

But the get up of it is what gets our 
eye, and that of the artists around here. 
You seem to be one magazine that dares 
to get out and away from the stereo- 
typed, uninteresting page and cover of 
the usual trade magazine. That photog- 
raphy for the cover is certainly the 
work of an artist, and those little zinc 
illustrations worked through the maga- 
zine pertinently touching on the subject 
matter give it new life and interest. 
Stay with it. 

Cordially yours, 
THE Bonp ENGRAVING COMPANY. 
M. E. Cook, Credit Mgr. 


Trial balance analysis 
Gentlemen: 

At the University of Washington 
library recently I saw the article in the 
February 1932 number of your maga- 
zine about the use of a Trial Balance as 
a basis of statistical and informative 
setups. There is unquestionably value 
in such efforts and if simple and easily 
computed they will be attempted and 
possibly used to advantage. 
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It seems to me that several improve- 
ments may be made with the materials 
available that make for directness and 
simplicity. We will accept the Con- 
densed Operating Statement as given 
although I believe it is not customary 
to charge drawings of proprietor to 
Gross Profits. If it is desired to have 
the owner take a regular stated sum as 
a salary that would be different; would 
be uniform. 

Let us drop the Analysis of Trial Bal- 
ance giving a figure for merchandise in- 
ventory necessary to keep capital at 
beginning intact as of no practical 
value. Also the setup of merchandise 
inventory necessary to keep capital in- 
tact and the estimated inventory with 
a difference showing the estimated 
profit, for the same reason. 

Let us change the Balance Sheet to 
show the estimated Inventory as a cur- 
rent; partly because as presented the 
relation between Current Assets and 
Current Liabilities is poor and partly 
because frequently inventory is turning 
faster and of more intrinsic value than 
Receivables. Also, a considerable por- 
tion of inventory might be turned be- 
fore some of Payables are due or paid. 
If Payables are Current Liabilities that 
which may probably be used to pay 
them may properly be classified as Cur- 
rent Assets. 

The setup of percentages of expense 
groups to sales may be of great value, 
but it should be set up as a percentage 
of each separate expense account rather 
than in groups. If grouped one expense 
may be up and another down and not 
be detected because of the offset. If 
separate the fluctuation is certain to be 
noticed. 

I am including my simplified presen- 
tation. First; a computation in direct 
form of estimated inventory for Octo- 
ber 31st. Second; Condensed Operating 
Statement. (Which I am not repeating). 
Third; Revised Balance Sheet. Fourth; 
Percentages to Sales. (Which I am not 
repeating). 

(1) Estimated Merchandise ‘Inventory 
October 31, 1927 
Based upon the accepted average per- 
centage of past years 
Inventory January 1, 1927; 

Purchases, Labor, etc... . $140,485.59 

Less 82% of Gross Sales.. 111,393.72 


Estimated Inventory Octo- 
ber 31, 1927 $ 29,091.87 
(2) Condensed Operating Statement— 
Jan. 2 to Oct. 31, 1927 
Balance Sheet October 31, 1927 
Assets 


(3) 


Cash in Bank ...@ 8365.88 


Accounts Receivable 
Inventory (estimated)... . 


16,151.30 
29,091.87 


$ 53,609.05 
9,432.50 
5,582.25 


Current Assets 
Investments 


$ 68,623.80 


Liabilities and Capital 
Accounts Payable $ 23,601.16 
Notes Payable 9,000.00 


$ 32,601.16 
36,022.64 


Current Liabilities 


$ 68,623.80 


(4) Percentages of expenses to sales 
Thank you, 
ROBERT PorTER. 
Where's that 
corner? 
Dear Sir: 

I have read this “business is just 
around the corner” stuff until I am 
prompted, yes, even forced, to comment 
on the subject. “Do the best you can 
with what you have today” seems to 
me to incorporate the necessary thought 
for putting into practice something 
which both business and individuals 
have been delaying until this highly 
visionary “corner” that we have been 
hearing so much about has been turned. 

So many unfulfilled predictions have 
been made about the location of this 
“business corner” we have been about 
to turn for the past two and a half years 
that in the minds of the public another 
prediction about “turning the corner” 
falls into about the same category as 
“perpetual motion” or “the end of the 
world.” 

Why don’t we get down to earth, 
take stock of what we have (left) and 
“do the best we can with what we have 
today”’? 

If we buy bread and meat today with 
what the economists tell us we are due 
to get tomorrow we probably cannot 
pay for it the day after tomorrow when 
the collector comes. 

If the “corner” locators had all been 
working on a commission basis so that 
they would have only been paid for the 
actual “corner” when they found it I 
believe that long before this they 
would have all gotten together and 
elected a leader who would have said— 
“Boys we have got to go to work and 
help business build itself a corner so 
we can really locate it and draw our 
pay.” 

Why don’t we as businesses and in- 
dividuals gather around us our goods 








and chattels, view them with what in- 
telligence and experience that we have 
and say—‘This is what I have to do 
with, and my operations with what I 
have will be carried on in accordance 
with today’s demand. If I keep my own 
house in order the chances are that my 
neighbor will do likewise and success 
will attend us all.” 
J. C. Prewit, Credit Manager 
Warp Dossett-FLoyp Co. 
Waco, Texas 
"Pay-in-advance" 
collection agencies 
Gentlemen: 

I have been quite disappointed that 
there has been nothing in “Credit and 
Financial Management” in recent issues 
with reference to the “pay as you enter” 
collection agencies. 

I realize that the association has al- 
ways been against such practices, but I 
think not sufficient warning has been 
given in Credit and Financial Manage- 
ment. (An article on this subject ap- 
jeared in our February, 1932, issue.— 
Ed.) 

I have had experience with two such 
agencies. My most recent experience has 
been with a mid-western company of 
this type and it has been most unsatis- 
factory. 

Their method is for their salesman to 
call on prospects and to guarantee to 
collect a certain amount based upon the 
initial payment, or cost of the contract 
purchased. They have multitudes of tes- 
timonial letters. 

The purchaser of the contract, how- 
ever, is quite likely to suffer the same 
experience as my own and, that is, that 
the terms of contract are almost im- 
possible to fulfill unless the purchaser 
has used comparatively loose methods in 

handling his collections, and in which 
- event he will be in a position to turn 
over a large amount of claims, which 
could be easily collected without this 
expense. 

The victim soon learns that the “pay- 
in-advance” is a very, very poor collec- 
tion agency. He will find it practically 
impossible to get individual reports on 
the claims he has submitted. He will 
find, if he has the same experience as I 
had, that they will make no attempt to 
locate debtors who have moved, and 
that within a very short time they will 
inform him that he has not complied 
with the terms of the contract, and 
that he is not covered by the guarantee. 

I have attached: a letter I have re- 
ceived from them, which is in response 
to one I had written telling them that 
it was a very difficult matter to com- 
ply with their contract. 





You will notice that they say that 
their plan of collecting requires a better 
class of accounts than ordinarily given 
to collection agencies, and so it seems 
ridiculous that a purchaser of their con- 
tract should be expected to pay a sub- 
stantial amount in advance, and also a 
larger fee for collecting, and at the 
same time be expected to give them 
better than the usual run of doubtful 
accounts. 

We gave them altogether one hun- 
dred claims. Some of them could not be 
located, however. On this large num- 
ber of claims we have received abso- 
lutely nothing. 

I have written this rather lengthy 
letter because at the time I signed up 
with these people I inquired of the Bal- 
timore Association of Credit Men, and 
the National Association of Credit Men, 
and from the credit reporting agencies 
and received nothing but favorable re- 
ports. I investigated rather carefully, in 
view of an experience I had with a sim- 
ilar agency some years back, but as all 
reports seemed to be favorable I took 
another chance, which has terminated 
in this unsatisfactory manner. 

Because of this, I think that it would 
be well that the National Association 
of Credit Men have on file complaints 
of this kind, so that future possible 


Now- 


subscribers to such agencies may know 
of the difficulties they are taking on 
when they sign one of these contracts. 
As we are all banded together in our 
association for the mutual help of one 
another, it would, indeed, make our 
membership more valuable and our asso- 
ciation of greater benefit if those other 
members who have been “taken in” by 
the “pay as you enter” collection agen- 
cies report such complaints to the Na- 
tional Association. I am very much 
afraid that false pride prevents some 
credit men from admitting such errors. 
Others may hesitate for fear that they 
will become involved, but most of those 
who have had these difficulties perhaps 
do not think to report them to the 
National Association, or fail to report 
them thru indifference, consequently, 
when an inquiry is received on such 
agencies the National Association does 
not have the data on hand which might 
save members considerable money. The 
price I paid for this useless contract— 
for instance—would have paid two 
years dues in the Baltimore Association 
of Credit Men. I might have saved this 
had I known that any of my fellow 
members had experienced difficulties 
with the collection agency involved. 
Incidentally, mine was one of the 
smaller contracts. (Cont. on p. 34) 


You Can Rent An 
Auto-typist 


Place it alongside of a typist who has other work 


to do. 


With very little interference with her 


regular work, she will be able to turn out Auto- 
Typewritten letters—at about a penny apiece—for 
collection work, sales promotion, or other busi- 


ness building purposes. 


Many executives have 


found that the Auto-Typist will pay for itself in 
clerical savings alone, on the repetitive letters 
which they are now manually typewriting. 


Send for a recent survey of results from Auto- 
Typewritten letters and samples of the work. 


American Automatic Typewriter Co. 
233 W. Schiller Street, Chicago, Illinois 


When writing to advertisers please mention Credit & Financial Management 
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Seale Scalia 8 
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office 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


New postal 
scale 


The Hanson Scale Company has in- 
troduced a new postal scale three inches 
wide, six and one-half inches long and 
seven and three-eighths inches high. 
The scale indicates ounces and pounds 
up to 2'% pounds. It possesses two 
charts, one showing correct domestic 
postage rate for air mail, first class, mer- 
chandise and printed matter the other 
showing first class rates to foreign coun- 
tries, in ounces. This latter feature is 
of great convenience in sending out 
foreign mail. 


Inexpensive 
duplicator 


The Flexograph, a manually operated 
duplicating device, made by the Heyer 
Duplicator Company, is a flat bed dupli- 
cator which achieves the perfect im- 
pression of the rotary type because of a 
special “flexing” of the stencil. The 
Flexograph reproduces anything writ- 
ten, drawn or typewritten on the sten- 
cil. Impressions are made by running 
a corrugated metal roller over the sten- 
cil. The frame containing the stencil 
and ink pad is wholly detachable from 
the base and can be used for printing 
on bags, boxes or large cumbersome ar- 
ticles. This device seems very prac- 
tical for short runs of any kind and is 
quite inexpensive. 


The 


weather 


Mark Twain said that everyone talked 
a lot about the weather but no one 
seemed to do anything about it. Today 
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there is quite a lot done to control ex- 
cessive heat, dirt and noise. There are 
many types of air cooling devices and 
systems to keep the air free from hu- 
midity, shut out coal soot, dust and 
noise. We have often wondered why 
office buildings did not contain a swim- 
ming pool, showers and a small gym. 
Certainly ‘such conveniences would be 
appreciated by a large percentage of 
tenants and should be self supporting 
with a very small fixed monthly charge 
to each tenant. 


Foto-Switch 
announced 


A new low cost photoelectric relay, 
the Foto-Switch, is announced by G- 
M Laboratories, Inc., of Chicago, IIli- 
nois. This unit embodies an electro- 
magnetic switch which is opened or 
closed by the interruption or variation 
in the illumination on the photoelectric 
cell. With the Foto-Switch, any sort 
of electrical device, such as motors, 
electric signs, signals, or alarms, can 
be controlled through the medium of 
a light beam. 


Pneumatic typing 


Comment has been made, in these 
columns, on the rapid perfection and 
widespread introduction of the type- 
writer. In addition to the standard 
machines there are also electric and 
pneumatic typewriters which serve to 
speed up production of all typed ma- 
terial. Both forms have demonstrated 
their efficiency in every day routine 
usage. The slightest upturn will prob- 
ably witness a far wider appreciation of 
these means of rapid letter production. 
The Auto-Typist, made by the Ameri- 
can Automatic Typewriter Company, of 
Chicago, is an excellent example of the 
possibilities of pneumatic typewriting. 
This machine consists of two units, one 
a perforator, the other a standard type- 
writer mounted on a special desk. The 
Auto-Typist is operated by a perforated 
paper roll, on the same principle as a 
player piano. Typewriter keys are actu- 
ated by a suction which approximates 
the human touch. Degree of suction 
can be regulated for a heavy, medium 
or light stroke. A single operator can, 
with four Auto-Typists produce from 
400 to 600 personal letters a day. With 
a single machine 100 to 150 can be 
produced. These letters are perfectly 
typewritten and have no indication of 
automatic reproduction. Any kind of 
variable paragraphs, special names, 
amounts, etc. may be filled in the body 
of the letter. In brief, each letter is 
100 per cent personal. Operating costs, 


according to many users, are low, and 
results in speeding up collections and 
increasing sales are outstanding. We be- 
lieve, that, intelligently used, the Auto- 
Typist would be a distinct adjunct to 
any credit department. Those of our 
readers who desire more information on 
the subject will find the company’s 
“Automatic Speed at 1/7 the Cost” an 
interesting booklet. It may be had, with- 
out cost, from the manufacturer. 


Summer 


The “summer lull” which occurs in 
most offices, together with uncomfort- 
able weather, vacation periods and a 
general letting down of energy, accents 
a lack of foresighted planning of routine 
work. An army does not give up disci- 
pline and morale in time of peace. An 
office should not have too great a dis- 
organization during summer months. 
Plans could be made to take care of 
untimely work during the summer. 
Plans certainly should be made to keep 
the office reasonably cool. In smaller 
organizations matters of fans, air con- 
ditioning, water coolers, etc. depend on 
the whims and prejudices of the owner. 
If the believes that “fans give colds”, 
“iced water is unhealthy”, “air con- 
ditioning is the bunk”, his staff of ten 
or twelve or more people must do with- 
out these things. It is really shocking 
to see the primitiveness of some offices 
in the matter of most elementary sum- 
mer conveniences. As a side-light on 
this situation, it is very amusing to hear 
manufacturers speaking of “saturated 
markets” when what is really wrong is 
sales coverage and the intelligent demon- 
stration to management that certain 
things pay good dividends in increased 
employee efficiency and morale. 


For home work 


Several useful items for the executive 
who does occasional work at home have 
recently been introduced. Art Metals 
“Deskette”, a small desk with filing 
cabinet and storage facilities combined 
should prove most useful, and Royal’s 
“Signet” portable typewriter, sold at 
the lowest price ever attempted in the 
typewriter field, should have a wide 
range of uses. The feature which most 
impressed us about the Royal was the 
elimination of all shifting for capitals, 
punctuation, etc. Executives using the 
“hunt” system of typing should find 
this an aid to greater speed. 


Business show 


The 29th Annual Business Show will 
be held at Grand Central Palace, New 
York City, October 17th to 22nd in- 
clusive. 








We consider that 


our Comptometers are worth 


5448,000 


INCREASE IN SALES...!” 


WHEN the cash savings produced 
by a,Comptometer installation are 
translated into other terms, they 
often have a new significance. The 
treasurer of a Pennsylvania Oil 
Company counts his six Comptom- 
eters as so many profit-producing 
salesmen, working without salaries 
or commissions. 

He says: “Since installing a 
Comptometer system, we have saved 
approximately $13,440 a year. In 
the Auditing Department, the sav- 
ing is $410 a month — in the Credit 
Department, $515 a month — in the 
Gallonage Department, $195 a 
month. We consider that our Comp- 
tometers are worth $448,000 in- 
crease in sales, at a net profit 
of 3%.” 

A method of performing figure- 
work that affects Profit and Loss 
the same as added sales has proved 





its value. Comptometer savings 
vary, of course, according to the 
business. But the average mini- 
mum saving, based on a large 
number of cases, is $1000 a year 
per machine. 

The economies achieved by 
Comptometer installations are 
the result of, first, analyzing the 
individual accounting problems 
of each business and working 
out the best solutions. Second, 
centralizing figure-work so that 
it will be done on a production 
basis. Third, using the Dis- 
tribution Board method to get final 
results from original records, with- 
out recopying. Other important 
economy factors are the speed, .ac- 
curacy and flexibility of the machine 
itself. 

One of our trained representa- 
tives will be glad to study your 


COMPTOMETE 


(TRADE MARK) 


When writing to Felt & Tarrant Mfg. Co., please mention Credit & Financial Management 


THE 
Made 





Cou P TORE TER 
only by Felt & Tarrant 


office routine and show you, by con- 
vincing tests, how Comptometer 
methods can reduce your costs. 
Just call our local office, or write 
direct. There is no obligation. 
FELT & TARRANT MFG. CO., 
1717 North Paulina St., Chicago, 
Illinois. 
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The Glass bill 
\ under the glass 


(Cont. from page 27) | Vandenberg’s ad- 
dress of May 12, in which he sums up 
the case so well. 


“T have been one of those, and still am, who 
feel that the preservation of decentralized com- 
munity life is absolutely essential to the pres- 
ervation of the traditional American community 
character. I feel, furthermore, that decentral- 
ized community life is impossible without a 
practical degree of decentralized commercial and 
banking independence. 

“But we confront a condition and not a 
theory today, and, even in defense of de- 
centralized community life, situations readily 
may arise in which limited branch banking 
might be the only community salvation. Cer- 
tainly it would not protect decentralized com- 
munity welfare, Mr. President, to close the door 
on a banking facility which might prove to be 
the community’s only way of saving the sol- 
vency of its banking resources. 

“Branch banking might be this sole available 
facility, Neither does it protect decentralized 
community welfare to close the door on a bank- 
ing facility which may be the only such facility 
available after all the other banking facilities 
have failed or been withdrawn. Indeed, it might 
well be argued that under certain circumstances 
a recourse to limited branch banking may well 
prove to be the means of keeping alive many a 
decentralized community which otherwise might 
disintegrate through its very inability to secure 
any banking facilities whatsoever. It is only in 
line with that philosophy that I have been able 
to bring myself into harmony with the theory 
that under existing circumstances limited branch 
banking permission might well be authorized in 
the United States. Indeed, I am persuaded that 
it has come to be necessary to provide this 
limited recourse under proper protective re- 
strictions. It is the creation of one more option- 
al emergency reliance for .the benefit of com- 
munities and bank depositors and bank 
borrowers. I believe my amendment adequately 
protects the option against exploitation.” 


I am in favor of the Glass Bill in 
that particular section as modified by 
Senator Vandenberg’s amendment. If 
you have a better suggestion and can 
write a better law than the Glass Bill 
as modified by Vandenberg’s amend- 
ment, I know Senator Glass and Sen- 
ator Vandenberg would be glad to have 
it. They have worked with this end in 
view in an endeavor to do everything 
to protect small communities from ex- 
ploitation, and yet not innocently as- 
sist that community to write its own 
obituary by insisting upon the form of 
independence which is an empty shell 
after the local banking facilities are 
wound up. 

Another provision in the bill pro- 
vides for a stricter supervision by Fed- 
eral authorities of bank operations. 
Heretofore, if a bank officer or board 
of directors pursued courses which 
were unsound from a banking stand- 
point, they could either let them go 
along after warning them or would 
have to close the bank; which usually 
hurt the community, the depositors and 
everybody concerned more than it hurt 
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the offending officer or board of direc- 
tors. 


If the Federal Reserve Agent or if 
a National Bank Examiner finds an of- 
ficer is continually pursuing unsound 
practices and refuses to heed warnings, 
he can be cited to the Federal Reserve 
Board for improper conduct as a bank 
officer. The offending officer or offend- 
ing Board of Directors is brought before 
the Federal Reserve Board under neces- 
sary legal protection and is ordered to 
show cause why he or they should not 
be removed from office, on the ground 
that even that invasion of individual 
rights is justified on the fundamental 
doctrine of the greatest good to the 
greatest number, which is the basis of 
all our laws, I suppose. 


That provides a definite means for 
controlling bad banking practices 
which had never been available before. 
1 feel every sound banker in the coun- 
try is behind and suporting that idea. 
The good banks have nothing to fear 
and the bad banks we want to get out 
of business anyway. The fact of the 
very existence of that provision in the 
law should make it a rare occasion when 
the provisions are called into effect. 


The Federal Liquidating Corporation, 
which is provided in the Glass Bill, pro- 
vides for setting up a corporation un- 
der government auspices. To that cor- 
poration are contributed $125,000,000 
out of the surplus of the Federal Re- 
serve Bank. That, according to Sen- 
ator Glass, is really money that the 
Federal Reserve Banks should never 
have paid to the Treasury. So, there 
is nO new money coming out of the 
Treasury for that purpose. It is 
merely a devoting of these funds, earn- 
ings by the Federal Reserve Banks, to 
the relief of depositors in closed banks. 
In addition to a subscription by Fed- 
eral Reserve Banks in an amount equal 
to one-fourth of their present surplus, 
the member banks of the Federal Re- 
serve System would be required to sub- 
scribe a percentage of their deposits, 
so that every important bank partici- 
pates in the organization of this fed- 
eral corporation. That corporation is 
permitted to purchase outright assets 
of closed banks or make loans against 
those assets to receivers. 


There is nothing in that provision, 
let me emphasize, which would guar- 
antee the payment of all deposits. It 
merely means that those assets that 
can be liquidated and paid out will be 
paid out very promptly rather than as 
at present waiting two or three years 
to get their money on liquidation. That 


provision, it seems to me, is very valu. 
able in that it provides a safe anj 
sound way to return to depositors the 
funds to which they are entitled. |; 
goes as far as it is humanly possible, 
I won’t say in guaranteeing, but in sup. 
porting the moral obligation of a bank 
to its depositors. 

I think we all agree, after we go 
into the subject, that outright guaran. 
tee of all deposits would be impossible, 
It would involve the writing of a guar. 
antee of some $60,000,000,000. Who 
is going to sign that? If it were done, 
as proposed by the Steagall Bill, to 
which I am opposed, it would merely 
accentuate and emphasize bad banking 
because under that the unsound banker 
would be fully as well protected as the 
fellow who is trying to do a good job. 
It would put a premium on unsound 
banking. 

Previously, I spoke of the Glass- 
Steagall Act. We are all a little con- 
cerned about business and where we 
are headed, but we haven’t any reason 
to worry. America has lost a great 
many skirmishes but it has never lost 
a war, and one important thing in this 
period of stringency through which we 
are passing is a matter of reserve. We 
have ample reserves. We are going to 
win. The problem right now is to 
win as soon as possible and with the 
least possible loss. 

We are still Americans. What we 
need in this particular situation is that 
combination of resourcefulness and 
moral courage, which is going to be 
able to win. It has always licked all 
the arithmetic and statistics and analy- 
sis in the world, and if you were going 
to sum it up in just one word I would 
say what we need is just a little more 
old-fashioned Americanism 


Our readers 


think 


(Cont. from page 31) The amount of the 
initial payment increases and at the 
same time the “guaranteed return” in- 
creases rapidly in proportion. Neverthe- 
less, I have found that the “guaranteed 
return” is a myth. 

I would like to hear from my fellow 
members through “Credit and Financial 
Management” on this subject. 

Cordially yours, 
Wm. C. Rosinson & Son Co. 
William E. Garvey, Credit Managet 

This is a copy of the communication 
received by Mr. Garvey from the agency 
that handled his collection contract i 
such an unsatisfactory manner. 
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Gentlemen: 

This will answer your letter of 
May 17, and will say that it is really 
not a difficult matter to use........ 
service. In fact, it is a very simple 
procedure. Of course, if you do not 
have the material on which to use the 
service, it would naturally be a diffi- 
cult matter to use the service prop- 
erly. 

Naturally since you purchased and 
agreed to use the service, we only 
assumed that you were in a position 
to do as you agreed to do. And we 
only regret that you were not, for we 
feel confident that if you. had done 
so that you would have enjoyed more 
than satisfactory returns. 

Our organization is not to be 
classed with collection agencies. 
While it is our purpose to liquidate 
past due accounts, and we do actu- 
ally perform all the functions of such 
an agency, however, we have also 
the finance plan which naturally must 
cover a better class of accounts than 
are handled by an ordinary collection 
agency. 

Complying with your request, we 
are today closing our files on your 
claims, and you may consider them 
returned to you. 


Inventory 
i control 


(Cont. fr. p. 12) distributive recrd, and 
at the end of the month, the record of 
each kind of goods is transferred from 
Form 5 to this form. Imward—there is 
transferred the total record of each 
kind of article—its stock number— 
date acquired—name of article—on 
hand at the beginning of the period— 
unit and total cost amount—net quan- 
tity and amount to be accounted ‘at 
cost. Outward—quantity sold and/or 
returned at sale price—net quantity 
sold at sale and cost price. Transfers 
at cost—for alterations—breakage— 
shortage—etc. Residuary Inventory at 
cost or market worth of all articles 
dealt in by the department. 

FORM 6—The same four divisions 
tulings—and headings referred to in 
preceding paragraph. The analytic 
distributed totals of each department 
summary, at the end of the month are 
transterred to this consolidated sum- 
mary of all departments. From this 
consolidated summary at the end of 
the month, a charge is made to each 
tespective department of the net cost 
of goods sold based upon the reported 
and confirmed amount of the gross 
siles—returns and cash transfers as 


recorded by the financial department. 
The total cost of sales for all depart- 
ments is credited to the general store 
stock control account. There is also 
charged to the respective accounts at 
cost—alterations—shortage — breakage 
and goods for use as an expense which 
are credited to the general store stock 
control account. Each binder contain- 
ing Form 5 represents the stock rec- 
ord of each department and confirms 
the balance of the general store stock 
control account, and the monthly totals 
of this summary co-ordinate with 
Forms 1, 2 and 4. 


FORM 7—It can be used in a con- 
tinuous roll with cash register or in pad 
form for counter use for any kind of 
business. Carbon paper is inserted be- 
tween original and carbon copy. The 
carbon copy is delivered at end of day 
to financial office and confirms the cash 
register record. The original is per- 
forated horizontally to provide a cou- 
pon for each kind of goods as consecu- 
tively sold, carrying with it the stock 
number—quantity—cash—charge — or 
return price. At the end of the day, 
the detached coupons, when assorted 
under respective stock numbers, are 
summarized as to quantity and total 
amount of sales for each kind of arti- 
cle which agrees with the total amount 
of the day’s sales as shown by the car- 
bon copy. When a cash register is 
punched, it records the sale or charge, 
but when mot punched, the cash or 
goods represent a capital loss. Inven- 
tory control reveals the shortage of spe- 
cific articles whenever stock is taken. 

At the end of a past period, goods 
have been included in the inventory as 
“taken, stated and valued” after inspec- 
tion, but the post-dated invoices were 
not entered as a liability until the next 
period which improved the financial 
condition as shown by the financial 
statement that was used for credit pur- 
poses. 

A budget for future expenditutes, 
unless based upon correct gross trading 
profit realized upon business done, is 
worthless. 

A frivolous discrepancy of $2,000,- 
000 representing only 2 per cent of 
the annual amount of $100,000,000 
business done is usually explained as oc- 
casioned by ‘theft, etc., etc., but the 
articles stolen cannot be stated—nor 
can there be properly accounted any 
part of the discrepancy, which could 
not exist if correct inventory control 
had been maintained. The enormous 
discrepancies in inventory today are 
‘concealed by adding them to the cost 
of goods sold—the result of the finan- 


cial audit of today. 

Trade discount on purchases, real- 
ized by paying bills when due, are in- 
cluded in and inflate the cost of goods 
bought (which includes the residuary 
inventory) and in accountings of to- 
day is treated as an extraneous profit 
realized from buying goods, whether 
sold or unsold. 

No public auditor should evade re- 
sponsibility by the insertion in a re- 
port “the services that have been ren- 
dered upon which the results are based 
in a submitted accounting. In the re- 
port should be inserted “what has not 
been done” with reasons why! This 
information is now sought by the 
credit-man and banker and it will also 
guide the investor to avoid in the fu- 
ture, the enormous losses of the past. 
A profitable business does not resort to 
fire, bankruptcy nor re-organization 
methods. 

Realizing the great necessity for in- 
ventory control without discrepancies, 
which exceed many millions of dollars 
annually, as a safeguard for successful 
business, I have, for a number of years, 
devoted a great deal of time in locating 
the destructive “germ.” “Inventory 
Control,” as hereinabove outlined, is 
the “cure” and has proven itself by a 
practical analysis (Cont. on p. 40) 


JOHN HANCOCK SERIE. 


A PARTNER’S 
OBLIGATIONS 


BACH partner owes to his as- 
sociate the assurance that 
business can be continued in- 
definitely, unhampered by lack of 
working capital or credit. The 
death of either is a contingency 
that would bring up this question. 
At the same time, he owes it to 
his dependents that, in case of 
his death, their interest in the 
business can be liquidated, as re- 
quired by law, without bother 
or loss. 


Unless the business has a large 
fund of ready money at that time, 
these dual obligations conflict. 
May we tell you how Business 
Life Insurance can be used in such 
cases for the benefit of all con- 
cerned? Address: 


LirFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS. 
197 Clarendon St. Boston, Mass. 


Please send information regarding part- 
nership life insurance. 


c.M. 
OVER SIXTY. NINE YEARS IN BUSIN. 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity'’s close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


N. Y. rate increases 
are held unlikely now 


Although there has been considerable 
discussion among insurance men and in 
the trade press with respect to the need 
for increased fire insurance rates to off- 
set declining premium income, higher 
expense and loss ratios and absence of 
investment profits no definite steps have 
been taken as far as concerns the New 
York State Fire Insurance Rating Or- 
ganization, according to The Eastern Un- 
derwriter. It is not considered probable 
that any widespread increases in the gen- 
eral rate schedules will be made in this 
state in the near future but fire under- 
writers are seriously studying the ques- 
tions of securing added revenue for long 
period vacancy permits and of curtailing 
payments on those small, although fre- 
quent, losses commonly known as ciga- 
rete claims but embracing all sorts of 
claims arising from smoking. 

The New York standard fire policy 
contains this clause with respect to va- 
cancies: “Unless otherwise provided by 
agreement in writing added hereto this 
company shall not be liable for loss or 
damage occurring (f) while a described 
building, whether intended for occu- 
pancy by owner or tenant, is vacant or 
unoccupied beyond a period of ten 
days.” However, nearly all policies 
contain permits in writing granting ex- 
tensions of the vacancy period or else the 
average family, as far as residences are 
concerned could not leave even for the 
customary two-week summer vacation 
without endangering its fire insurance. 
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Real trouble has arisen because in too 
many cases extensions of the vacancy 
permit are interpreted by assureds to 
mean anything from eleven days’ unoc- 
cupancy to practically permanent va- 
cancy. In these days of widespread un- 
employment and curtailment of indus- 
trial work the number of vacant resi- 
dential and mercantile properties has in- 
creased tremendously. Two and three 
families are living in houses where one 
lived before. Small and large factories 
have been shut down for lack of mark- 
ets. These conditions have not only led 
to insured vacant properties but also to a 
very evident increase in the fire loss 
ratio. The moral hazard element plus 
that of lack of care and upkeep have 
served to render a large majority of 
these unoccupied risks bad at present 
rates. 

It has been suggested in New York 
and other parts of the country that fire 
insurance companies be permitted to 
charge additional premiums for periods 
of unoccupancy beyond a minimum pe- 
riod, the surcharges to be based upon a 
definite schedule of weeks and months. 
Thus the assured who left his property 
vacant for three months would pay 
more than the ordinary policyholder but 
less than the individual who should have 
a six months’ or longer unoccupancy 
period. Requests for such additional 
premiums to offset added risks appear 
justified. Whether they will actually 
be put into force here depends first upon 
agreement among the fire underwriters 
themselves and second upon approval by 
the State Insurance Department of any 
such application. 

Informal discussions on the problem 
of cutting down cigarette claim pay- 
ments are still being carried on. This 
question has been agitated for more than 
a year but nothing definite has been pro- 
posed which has so far met widespread 
approval. Most company men agree 
that the payment of these smoking 
claims constitute a vital factor in in- 
juring prospects for underwriting profits 
but they are not altogether in accord as 
to the remedies to be applied. Some 
have suggested that such claims, espe- 
cially if they are scorch claims only and 
do not result in any real fire damage, 
not be paid at all. Other leaders in the 
fire field would set a minimum amount 
of physical damage as the measure to 
determine whether such a loss should be 
paid. 

It would not be at all surprising if 
agreements on the unoccupancy and cig- 
arette loss problems were arrived at be- 
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fore the end of 1932 for the reason thy 
fire companies cannot indefinitely cop. 
tinue paying these losses without deriy. 
ing some sort of income from the pub. 
lic to compensate for the extra hazard; 
involved. Neither of these additional 
risks was contemplated when the pre. 
ent fire rate schedulees were adopted but 
have crept in by reasons-of competition 
aand lack of accurate knowledge as to 
their costliness. 

Some fire insurance men profess to 
believe that discontinuance of granting 
a half year’s insurance free under thre 
year term policies would augment pre. 
mium income to that extent. They say 
that fire insurance rates are today as low 
as they can be consistently upon the an. 
nual basis and to hack additional bits 
away by use of the term policies only 
serves to make underwriting profits still 
more difficult. 

On the other hand, many company 
executives and underwriters contend 
that granting some concessions to a- 
sureds for the purchase of long term 
policies is absolutely essential. The 
policyholder who puts down a thre 
year premium at the outset of a term 
policy voluntarily foregoes interest or 
capital returns upon his money for the 
period beyond the first year of his in- 
surance and naturally demands some- 
thing in return. If that were refused 
fire insurance would quickly revert to 
a one year policy business with all the 
attendant troubles of writing renewals 
placing small residential policies annv- 
ally and stirring up the antagonism of 
local agents. 

The production forces of the coun- 
try would certainly rise up in all their 
wrath at the prospect of being com- 
pelled to resell all their fire business each 
year in the face of the competitive con- 
ditions of the present. While many 
large risks are subject to disturbance 
from competitors even before renewals 
come up, the majority of assureds do 
not switch accounts except upon the 
expiration of existing insurance. For 
that reason the three and five year term 
policies are a distinct advantage, evel 
admitting the argument that when such 
a long term contract is issued insurers 
are often unable to foresee situations 
which may arise during the term of th 
policy to change basic conditions in # 
manner unfavorable to the insurance 
companies. 


We can prepare for the future by 
studying the past. 
—William Feather 
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| Duffield extols 


insurance record 

Edward D. Duffield, president of the 
Prudential Life Insurance Company of 
America in his address of welcome to 
the more than 1,000 representatives of 
the company at its 1932 business con- 
ference pointed with pride to the record 
life insurance has made during the eco- 
nomic crisis which the world is now 
passing through. 

“The record life insurance has made,” 
said Mr. Duffield, “will indicate that 
whatsoever else may be shaken or fall, 
it will stand. It has today greater con- 
fidence in the minds of the American 
people than it ever has had before. 

“The life insurance policy of today,” 
he continued, “is worth more than it 
was when the depression commenced, 
ind during this troublesome time all 
claims have been met promptly at ma- 
turity. This is the record we hand to 
the American people. 

Think what the conditions would 
have been if the Prudential and other 
insurance companies had been unable to 
pay the vast sums they distributed dur- 
ing 1931. It has helped to preserve the 
morale of the people. It is our contri- 
bution to bringing prosperity back,” he 
said. 


Proximate 
cause of fire loss 


The Massachusetts Insurance Depart- 
ment has informed an inquirer that a 
fire insurance company is not liable 
under the standard fire policy for a loss 
to property of the insured caused by 
water issuing from a water main that is 
broken by the pressure put upon it by 
fire engines drafting water therefrom to 
extinguish a fire in a building of another 
person at some distance from the in- 
sured’s property. Counsel for the De- 
partment holds that the law is well es- 
tablished that the loss or damage must 
result from fire as a proximate cause, 
says The Eastern Underwriter. 

In support of his decision Counsel 
Harold J. Taylor cited the case of Fos- 
ter v. Fidelity Fire in which the plain- 
tiff sought to recover for damage to his 
building caused by a fire engine leaving 
the street while en route to a fire else- 
where and colliding with the assured’s 
building. The court held that he could 
not recover under his fire policy since 
the fire was not the proximate cause of 
his damage. 

A fire is the proximate cause of a loss 
when the loss has resulted from the op- 
tration of a force set in motion by the 
fire without the intervention of any new 
and independent force. In one case 


cited by Mr. Taylor a fire caused a short 
circuit of an electric current used to op- 
erate certain machinery. This caused 
damage to machinery elsewhere and it 
was held the assured was entitled to re- 
cover. Also in a case where flames es- 
caped through a crack in a stove and 
heated a sprinkler so that it discharged 
water and caused water damage. How- 
ever, these close connections between 
the fires and the damages caused were 
decided not to pertain to the case of the 
damage to the water main. 


Fire loss ratio 
declines in Chile 


In 1925 the 


Republic of Chile 
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When the 
Big Fellow Fails 
It Really Hurts 


To firms with a limited credit rating you 
extend but a limited line of credit. There- 
fore, losses from these customers seldom 
are serious. Usually they are anticipated 
in your firm’s profits. 


To others, rated high by best financial 
you extend unlimited credit. 
Your house ships thousands of dollars in 
merchandise. Then something happens— 
something which zo credit man could 
A crash! 


Ameriean Credit Insurance 


protects the Credit Departments of Manufacturers 
and Wholesalers from just such an unforeseeable 
It insures against abnormal bad debt 
It safeguards net profits, surplus and cap- 
It promotes confidence; eliminates worry. 


Credit Managers, why not have our representative 
call and explain the many features of this broad 


see how little it costs and how much it offers. 


C The AMERICAN 


CREDIT~- INDEMNITY Co. 


Offices in All Leading Cities 


Chicago, 
San Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 


In Canada—Toronto, Montreal, etc. 


adopted a law by which the government 
regulated the insurance business. 


This method has been, so it is claimed, 
instrumental in reducing fire waste and 
incendiary fire, which formerly formed 
a large percentage of the fires in the re- 
public. A recent table published in Se- 
guros e Impuestos, the official publica- 
tion of the Caja, gives the following fig- 
ures: 


Pesos. Loss 
Year Premiums Paid Losses Ratio 
1926 $2,150,139 26,499,418 51% 
1927 51,914,453 24,843,450 48% 
1928 55,534,599 13,166,585 24% 
1929 $6,705,152 17,136,531 30% 
1930 59,739,846 22,815,307 38% 





A credit loss 

















You will be surprised to 


J. F.M* FADDEN, prasipast 


Cleveland, Boston, 
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Peg-boards 


y Peg costs 
(Cont. from page 13) department posts 
the unit cost to the column provided 
on the duplicate invoice and sorts them 
to salesmen. The Comptometer oper- 
ator then adds all invoices for the 
month for one salesman and places the 
total at the bottom of the strip. This 
figure is used for a check. 


Next the items are picked off from 
the invoices. Starting with the most 
frequent commodity, the operator 
turns through the invoices, adding the 
sales figures of that commodity into the 
left-hand side of a 12-column Comp- 
tometer. While doing this the items 
are multiplied by the unit cost, accum- 
ulating the total cost of the commodity 
on the right-hand side of the machine. 
The total accumulated figures are then 
copied to the strip in the space oppo- 
site that particular commodity num- 


ber. 


By going through the invoices a sec- 
ond time, the next most frequent com- 
modity is picked off in a similar man- 
ner and posted to the strip. This 
process is repeated until all commodity 
items are extracted. Since 75 per cent 
of all items usually fall into four or 
five classifications, the operator elimi- 
nates many invoices after taking off 
those four commodities; so that the 
task of drawing off the items by com- 
modities is rapid and easy. 

Each strip, when filled out, repre- 
sents the monthly sales and cost of 
sales for one salesman broken down ac- 
cording to commodities. This process 
is repeated for each of the 20 salesmen. 

The resulting 20 strips are in turn 
shingled on a Peg-board. The strips 
overlap one another, as shown in the il- 
lustration, so that only the figures on 
the sales column are visible. The op- 
erator cross-adds for the total sales of 
each commodity for the month and 
writes the figure on the recap strip. 

The strips are then removed from 
the Peg-board and reshingled so that the 
figures in the cost of sales column are 
visible. The items are cross-added as 
before to obtain the cost of sales totals 
which are likewise recorded on the recap 
strip. 

To check this information each total 
at the bottom of each column on the 
strip is cross-added and balanced with 
the total on the recap strip. 





A reproduction of a Peg-board strip 
is shown at the right. 
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Dept. Weekly and Monthly 
Sales and Cost of Sales 
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Surveying 





‘ character 


(Cont. from p. 21) or any other source 9 
information—it amounts to a potenti 





increase in profits. A few letters og ©° 
telephone calls to references supplied b oi ) 
ew 


the purchaser frequently will indicatg 
a seemingly satisfactory risk. These 
however, are all selected references and! 
particularly when the purchaser is no 
employed by some known concern, th 
information developed through a per. 
sonal inspection right in the purchaser’; 
home and business surroundings will 
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quite occasionally bring to the surface St 
unexpected information. pani 

Finance companies are continually do. plan 
ing their utmost to educate manufac. - 
turers and dealers of various types of iste 
merchandise sold on terms to the de- . 
sirability—and it is pracically a neces-§ (t 
sity—of securing adequate information§ 
on their retail customers before they fs 


deliver the merchandise and offer the 
paper to the finance company. 


Almost certain losses are bound to 
result where a proper checking of the 
retail credit is not maintained. The 
finance company can in many cases de- 
velop the unfavorable character of the 
risk and turn the paper back to the 
dealer. This, however, is unsatisfactory 
as it leaves the dealer facing a possible 
loss. While the finance company most 
certainly does not wish to carry busi- 
ness of this type, there is anything but 


a satisfactory feeling in seeing a dealer . 
customer load his receivables with such 
business. The cure is to educate the 

; . b 
dealer to sell properly in the first place j 
and eliminate such hazards in advance. ’ 
The only way he can do this is by hav- b 


ing adequate credit information regard- 
ing his customers before he delivers the 
merchandise. It is true that these re- 
ports are an expense item in themselves, 
but they more than pay their way. 
There are many examples. One particv- 
lar case is a large dealer selling a na- 
tional product, largely on time, who for 
a long time has obtained inspection re- 
ports on virtually every purchaser—the 
results have been startling in that re- 
possessions are very low and are well 
under one-half of the national average. 
The result has been very substantial sav- 
ings rather than expense and is reflected 
in the dealer’s balance sheet. 


To the increased degree that adequate 
character and personal history informa- 
tion, as covered by the inspection fe- 
ports furnished by reliable companies, 
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is obtained and intelligently used by 
merchandisers and manufacturers, to so 
much greater extent can their losses— 
and in some cases consequent losses to 
banks and finance companies—be cur- 
tailed and turned into profits. 

Good merchandise honestly sold to 
good risks is going to occasion mighty 
few losses for anyone. 


Budgets 
i and credits 


(Cont. from page 20) Others have very 
wisely established an office equivalent 
to that of budget director. 

Summarizing the replies of 71 com- 
panies as to the advantages of industrial 
planning and budgetary control the Na- 
tional Industrial Conference Board 
listed the following benefits: 


“], Budgetary control provides the basis for: 

(a) Administrative control; 

(b) Direction of sales efforts; 

(c) Control and planning of production to 
cover seasonal variations with a minimum of 
disturbance of operations and employment; 

(d) Control of inventories and consequent 
avoidance of excessive inventories; 

(e) Price setting before product goes into 
production; 

(f) Determination of financial requirements, 
arranging of bank loans, releasing of capital, 
and reduction of loans; 

(g) Maintaining a satisfactory cash position; 

(h) Ascertaining which persons in the coun- 
try are the best managers; 

(i) Control and reduction of expense; 

(j) Control and reduction of costs. 


“II. Coordinates: 
(a) Finances, sales and production; 
(b) Plans of the various departments; 
(c) Widespread activities of large companies. 


“Il. Affords a broader perspective of operating 
policies. 

“IV. Presents a standard practice toward which 
to strive.” 


Certain by-products to the above 
benefits may be listed, namely, (1) it 
affords the firm a method of constant 
self-analysis, (2) better understanding 
between employees and employees and 
the management, (3) a basis for ob- 
taining working capital credit from 
banks, and (4) long-time loans for the 
purchase of equipment and plant. 

As has already been pointed out, it is 
not improbable that in the not distant 
future banks and other financial insti- 
tutions will demand of borrowing firms 
not only (1) detailed balance sheets, 
(2) detailed profit and loss statements, 
(3) voluminous operating statistics and 
information not included in these two 
statements, (4) cost accounting data 
showing the cost and profits, costs and 
Profits on sales territories, products, 
Customers, salesmen, dealers, and ac- 
cording to terms of credit, but also (5) 
budget plans of operation, plant and 
equipment needs for from one to five 


years in advance. Moreover, the wise 
executive will not object to this re- 
quirement because he must realize that 
he should constantly know this infor- 
mation for his own guidance. 

Messrs. James O. McKinsey and 
James L. Palmer summarize the rudi- 
ments of budgetary procedure in the 
following words: 

“1, Statements of plans of all departments 
of the business for a certain period of time 
in the form of estimates. 

2. Coordination of these estimates into a 
well-balanced program for the business as a 
whole. 

3. Preparation of comparative reports show- 
ing a comparison between actual and estimated 
performance, and revision of original plans 


when these reports show that such revision 
is necessary.” 


The length of the budget period will 
naturally, like the other procedure, vary 
with the peculiarities of the particular 
business. Though the operating budget 
will normally be made for at least a 
year in advance it will also be broken 
down to a monthly basis and constantly 
revised as the year progresses and 
changed circumstances justify. Factors 
which determine the length of the bud- 
get period include: 

1. Seasonal factors peculiar to the business. 
2. Length of the production period. 
3. 


Methods of financing working capital 
and fixed capital. 


HIDDEN 


4. Capacity of plant and equipment. 

5. Lack of necessity for long-run planning. 

6. Difficulty of long-run planning because 
of seasonal variations, style changes, and special 
orders. 

7. Length of the financial and cost account- 
ing periods. 


Messrs. McKinsey and Palmer further 
outline the steps in budget procedure 
to include: 


“1. To submit to the department heads any 
data necessary for drawing up estimates for 
the budget period. Such data will usually take 
the form of reports on past operations. 

2. To receive from department heads the 
periodic estimates of the operations of their 
respective departments. The executive in charge 
of budgetry procedure usually designs the 
forms on which department heads submit their 
estimates. 

3. To transmit the departmental estimates 
to the budget committee accompanied by his 
recommendations. He may also prepare an es- 
timated balance sheet and an estimated profit 
and loss statement which will indicate the 
effect of departmental estimates on the finan- 
cial condition of the business at the end of 
the budget period. 

4. To supply the budget committee with 
additional data which will assist it in the con- 
sideration of the estimates. 

5. To receive from the budget committee 
the approved estimates and transmit these to 
the various departmental heads. 

6. To see that the necessary information is 
made available at periodic intervals to permit 
a comparison between the actual and estimated 
performances of various departments. 

7. To transmit this information to the bud- 
get committee together with his recommenda- 
tions. 

(Continued on page 40) 


ASSETS w w ~ 


If every credit manager could examine 
the strong box of every applicant for 
credit, he might find many favorable 
assets that the credit application had 
not mentioned. In many cases, for in- 
stance, he would find the applicant fully 


protected by sound insurance in the 
Aetna Fire Group. And that IS an asset. 


AETNA INSURANCE COMPANY 
THE WORLD FIRE AND MARINE INSURANCE CO. 


THE CENTURY INDEMNITY CO. 
HARTFORD, CONN. 


a-INN 
/WORLD 
CENTURY 
Tate e 


i 
Twa Fint 


PIEDMONT FIRE INSURANCE CO., Charlotte, N. C. 
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= Conducted by Walter C. Foster 


= Answers to 


Credit FA 


questions 


The National Association of 
Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest are 
printed regularly in Credit and Fi- 
nancial Management. Advice cannot 
be given, however, regarding legal 
rights and liabilities. Such advice 
should be obtained from an attorney 
to whom all the facts should be 
stated. When such inquiries are re- 
ceived, information is furnished only 
as to the general principle of law 
involved. 


Joint title to Pennsylvania real estate 


Q. In Pennsylvania can a creditor proceed to 
liquidate the realty holdings of a debtor, the 
real estate being held jointly with a person other 
than the debtor’s wife? 

A. When real estate in Pennsylvania is conveyd 
to a husband and wife they become tenants by 
the entirety and the property cannot be levied 
on for the debts of either during the lifetime 
of the other. Where property is owned jointly 
with another person who is neither husband nor 
wife, there results either a joint tenancy or a 
tenancy in common. In either case, however, 
the joint interest of either party is subject to 
levy for the payment of that party’s debts. 


Pennsylvania bulk sales act 


Q. Would the following come under the pro- 
visions of the Pennsylvania Bulk Sales Act? 
Creditor’s salesman reports that Doe has suc- 
ceeded the Blank Company and asks for per- 
mission to ship Doe on credit. Subsequently, 
creditor notifies the Blank Company that action 
will be commenced immediately if their account 
is not extinguished. The Blank Company infers 
the Bulk Sales Act not applicable inasmuch as 
while Doe took over their lease, an arrangement 
was made with him to sell the merchandise on 
a commission basis during the course of bis busi- 
ness. In other words, Doe did not buy their 
stock but had it consigned to him. If this is 
true, would the deal be subject to the provisions 
of the Act? On the other hand, should there 
be reason to question the veracity of these as- 
sertions, how could verification be made, as- 
suming that the transaction bears earmarks of 
collusion? 

A, The essence of a sale in bulk is a con- 
veyance of title from the seller to the buyer 
which would serve to make the property un- 
available for the satisfaction of a judgment 
against the seller. 

Where a stock of merchandise is placed in 
the hands of another person on consignment, 
title remaining in the consignor, there is in our 
opinion no violation of the Bulk Sales Law for 
the reason that there is no sale or transfer within 
the meaning of the statute. The nature of such 
a transaction can be inquired into after obtain- 
ing a judgment against the original debtor. Prac- 
tically every state has a statutory provision for 
an examination of a judgment debtor, and un- 
doubtedly Pennsylvania is no exception to this 
rule. 


Consignments 
Q. What papers or requirements are necessary 
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in forwarding merchandise on a consignment 
basis in order to properly protect the shipper 
in the event of the consignee going into bank- 
ruptcy or receivership, or in the event of the 
store being sold? Must one be governed by the 
laws in the individual States? Is it necessary 
to record such transactions? 

A. The subject of “Consignments” is covered 
in the Credit Manual for 1932 on page 108, and 
a form of consignment agreement is set forth 
on page 380. In addition, we direct attention 
to the fact that in Pennsylvania a landlord has 
a lien on all property on the leased premises, 
whether or not the same belongs to the tenant, 
for rent, for a period of twelve months in ad- 
vance. In that state it is necessary, therefore, 
in order to insure protection on consigned mer- 
chandise, to obtain a waiver from the landlord 
of any claim against the consigned goods before 
the same are placed on the tenant’s property. 

Merely mailing a notice: “This merchandise 
forwarded on consignment” and an acknowl- 
edgment by the consignee that he has no title 
to the merchandise constitutes a sufficient con- 
signment contract, provided that the conduct 
of the parties thereafter is consistent with the 
consignment status. If the consignee is permitted 
to use the property as his own and to sell the 
property and mingle the proceeds with his own 
moneys, there is serious doubt whether an in- 
formal agreement of this kind will stand up 
against an attack by a trustee in bankruptcy. 
The better practice is to have a formal agree- 
ment along the lines of that published on page 
380 of the Manual. 


Budgets 
v and credits 


(Continued from page 39) 


8. To transmit to the departmental heads 
anv revisions of the original estimates which 
have been made by the budget committee. 


9. To establish and enforce all procedures 
and schedules necessary to operate the system 
of budgetary control. Not only must procedure 
be standardized, but schedules must be estab- 
lished for the preparation and routing of esti- 
mates and reports to assure effective operation 
of the budgetary program. 


The National Industrial Conference 
Board found from one to twenty cler- 
ical and technical assistants to each bud- 
get executive to assist in the carrying 
out of budgetary procedure. It also 
found the number of executives, from 
ali departments, composing the budget 
committee to range from two to nine. 
The prevailing number of members on 
the budget committee was three or four. 
Ten of the 95 companies studied used 
only senior officers on this committee. 
Only one of the 95 companies used 
members of its board of directors as 
its budget committee. 


Of 34 companies reporting on this 
point five stated that their budget com- 
mittees met weekly, three bi-weekly, 
fourteen monthly, one bi-monthly, and 
eleven when necessary. 


The budgets of the companies were 
usually finally approved by the presi- 
dent and board of directors before they 
were turned over to the departmental 
executives for execution. 





Inventory 
y control 


(Cont. from p. 35) of actual transaction; 
and procedure by use of simplified 
forms which I have especially designed 
for this purpose. 


Information as to the forms men. 
tioned in this article can be obtained 
through CREDIT AND FINANCIAL May. 
AGEMENT. 


Collection, 
sales survey 


(Continued from page 23) 


tion: “Should farmers sell their grain 
at present low prices, paying only a por. 
tion of their current debts, but actually 
putting considerable cash in circulation, 
or should they hold their grain for bet- 
ter prices.” The predominating re- 
sponse is “Sell—there is no assurance of 
better prices.” With the extremely low 
prices for grain, agriculture is not going 
to make a very strong comeback in the 
Fall. Improvement is going to be slow, 
but there is an indication that we are 
on the up trend. St. Paul notes an 
improvement in sales. Some commodi- 
ties are moving that have been stagnant 
for some time. The recent rains have 
helped the corn crop and the anticipated 
damage to small grain by the grasshop- 
pers seem to have been checked. On 
the whole, Fall conditions should show a 
much better sales and collection situa- 
tion. 

NEBRASKA: Conditions in Omaha 
are as follows: Sales in foodstuffs are 
holding up generally in fairly good 
volume, otherwise there has been a sea- 
sonal slump in wearing apparel line. 
Due to improved prices for cattle and 
hogs, plus crop prospects, there has been 
a decided improvement in tone. 

NEW JERSEY: Conditions in New- 
ark have improved somewhat. 

NEW YORK: The cold weather in 
Binghamton has had a very adverse ef- 
fect on sales. although collections are 
fair. One section reports an improve- 
ment in collections and sales. 

OHIO: There has been a slight im- 
provement in collections and sales in 
Cincinnati and the general outlook is 
bright. 

RHODE ISLAND: Providence has 
noted an improvement in conditions 
during the past month. 

TENNESSEE: There has been n0 
marked change in Chattanooga since 
last month. Conditions will continue 
slow in Memphis until the crops start 
moving this month. (Continued on page 44) 
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LOOK 


into this 


MODERN COURSE 


IN 


CREDITS AND COLLECTIONS 


Offered by the 


NATIONAL INSTITUTE OF CREDIT 


















The National Institute of Credit, in line with its policy 
of training credit executives and keeping them abreast of 
the times, presents a thoroughly modern correspondence 
course in credit and collection work. 





This course is designed for the business man who is facing 
new days and new ways in credit. Completely new up- 
to-date material is so presented that you are trained to 
handle situations exactly as you meet them in business. 
You are invited to ask for descriptive literature. 
a 


CLIP THE COUPON TODAY 


NATIONAL INSTITUTE OF CREDIT, Dept. 9, 
ONE PARK AVENUE, NEW YORK. 


GENTLEMEN: 


You may send me full information about your course in Credits and Col- 
lections. 
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A good moral risk 


by A. B. COULTER, Sec. 
Tacoma Paper & Stationery Co. 


Tacoma, Wash. 
Fate, it sometimes seems, delights 
= in singling out a man to try him 
M with the hard knocks of adversity. 
She rains blow after blow, in quick 
succession, then stands back to watch 
how her victim reacts. If he has a weak 
craven spirit, he yields to despair and 
goes down, blaming everyone but him- 
self for his failure or difficulties; but 
if he is courageous, has faith in himself 
and in the forces that control the uni- 
verse, he fights back with a smile, some- 
times, and,:at others, with grim deter- 
mination—but always fights, and the 
world admires a fighter. For some men 
it takes only one blow to put them 
down and out. It may be financial loss, 
sickness, death or disappointed ambi- 
tions; and, when it comes, they feel 
defeated in the game of life, discouraged 
—a moral coward. The man in the 
street today is worse than a coward 
when he talks about poor business, de- 
creased sales, lack of profit, fear, de- 
pression, pessimism—all mere material 
things—and sees the future dark, un- 
certain, hopeless. 

This man I recently met was made 
of sterner stuff—a Spartan of old. No 
coward was he, no defeat for him, no 
despair—if he went down, he would go 
fighting. When I saw him he had been 
in bed two months and had another 
to go before he could even hope to sit 
up. It was a broken hip. He lay in a 
plaster cast, that extended from prob- 
ably six inches below his shoulders to 
his knees. His legs were spread far apart 
and kept so by braces and in this posi- 
tion he lay day after day, week after 
week with no relief. Above his bed 
were ropes and pulleys, used when ne- 
Cessity required it. At one side a phone, 
the radio on the other side. He was no 
longer young—maybe sixty—at least, 
he had passed the vigor of youth and 
the physical strength of young man- 
hood. 

Just before his fall his son was 
stricken—taken to the hospital. That 
meant bills and bills—doctors, nurses, 
hospital. A little later a child came to 
the young wife. More bills, more hos- 
pital expense. And then his accident! 
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Only one who has experienced it knows 
the terrific drain on one’s often slender 
resources with doctor and hospital bills 
thrice multiplied. The son was removed 
to his home and was still confined there 
while the father lay helpless in his 
home. Not a bright or encouraging 
picture! Not a rosy future! Hardly so. 

And then what of the business of the 
two stores with both heads gone? Should 
he give up in despair and turn the busi- 
ness over to creditors, or should he 
fight his way out? He chose the latter 





You can have 


an interesting booklet on ‘“‘Functions 
of the Credit Manager,” which has 
been compiled by the Policyholders 
Service Bureau of the Metropolitan 
Life Insurance Company, by writing 
to this magazine. The booklet an- 
alyzes the functions of the credit 
executive, departmental duties, rela- 
tionship with the sales department, 
credit office records and forms—and 
it’s yours for the asking. 





course. Even though it would seem as 
though overhead, thrice multiplied, and 
tremendous expenses would overwhelm 
him, he installed a phone at his bedside, 
had all mail sent to him there and, with 
the aid of his wonderful wife, was in 
constant touch with his business and 
kept it on an even keel. 


Nature’s law of compensation was at 
work. Disaster brought to his side 
friends by the score, yea, by the hun- 
dreds. The doctors rallied round him 
and sent their prescriptions to his stores. 


POSITION WANTED 


Married man age 33; graduate of 
Wharton School University of Penn- 
sylvania and possessor of the Junior 
Degree with the National Associa- 
tion of Credit Men who has had six 


(6) years’ experience as Credit Man- 
ager for an organization doing a 
$4,000,000. vearly business desires a 
similar connection or position as au- 
ditor or Office Manager; can fur- 
nish highest credentials and recom- 


mendations. Address care of Na- 
tional Association of Credit Men. 








The fraternal organization to which he 
belongs—some three hundred strong— 
stood behind him and he found that, 
after all, there is friendship in business; 
there is loyalty; there is recognition of 
a manly man; there is that something 
that makes the whole world kin. The 
realization of this broke down his 
cynicism and gave him the gentler touch 
and the encouragement he needed. 


The ordinary man under such trying 
circumstances would have whimpered, 
complained and felt sorry for himself, 
but not this man. His optimism, his 
courage, his faith, gave him strength 
to carry on and to see and to know that 
there is a silver lining to every cloud. 
He was no quitter—not he. “I'd rather 
be taken out and shot as a worthless 
thing than to admit defeat. They may 
hang me, or put me in jail, or take my 
business, but I am master of my soul. 
Better by far to fight with your face 
to the enemy than to turn and slink 
away; better a shot in the face than a 
kick in the seat of the pants. 


Down in Texas when I was a boy”, 
thus he talked on about his. philosophy 
of life—‘‘we used to fight roosters and 
when we found one that wouldn’t fight, 
we wrung its neck. We ran our horses. 
Sometimes we would come on one that 
would start out well, go almost ’round 
the course then give up. A quitter! 
That horse was turned over for the 
plow or the drudgery of the farm and 
one, not so fast possibly, but with a 
fighting heart, was trained in its place. 
And so with some men”, he continued, 
“defeated just as they have about 
reached the top of the hill—one more 
effort and over the top with easy going 
down the other side—but a quittter, 
and defeated.” 


And so I got a lesson in optimism 
yesterday that did me good and that I 
want to pass on to you. Instead of 
bringing good cheer to the sick room, 
I was the one encouraged and stimu- 
lated. The check I brought away with 
me was the least of the benefits I en- 
joyed, but the greater thing and the 
thing that remains with me was the 
renewed optimism and faith in the 
future. And I wondered, as I thought 
over the experience, how you salesmen 
—with youth, health, strength, with no 
reverses, with only petty worries and 
discouragements—how you would have 
held up and carried on, under like cit- 
cumstances. And I wondered, also, if 
such a man, even with his finances 
strained to the breaking point, was not 
the best kind of a moral risk from the 
Credit Man’s point of view. 































- tO 


ft, 


the 
daily 
leep- 
him 
dings 
lash- 


urge. 


flesh- 
have 


n lie, 
and 


ropes, 
d up 


ven’s 
We're 


rews 
:dian 
rnal. 





ave ©, i. 


Accounts 3 months past due are 85% collectible 
Accounts 4 months past due are 65% collectible 
Accounts 6 months past due are 50% collectible 





“The quality of mercy is not strained” but, in 
the business of collecting past due accounts, the treasuries of those 
who indulge too freely in mercy are soon drained. 


Patience is a costly virtue. Each day of grace granted permits the 
careless debtor to feel less obligated, the incompetent debtor to be- 
come a worse credit risk and the fraudulent debtor to dispose of 
more of your assets. 


Your Association of Credit Men acts as headquarters for seventy- 
four similar branches so strategically located that the entire coun- 
try is “less than a day” away from an Association Collection 
Bureau. Accounts turned over to us in time are usually collected 
in full. Each potential loss thus averted becomes a potential profit. 


If it is too late to collect in full. . . .if it is obvious that your debtor 
faces liquidation, turn your account over to us in time to affect a 
friendly adjustment instead of enforcing bankruptcy. The Ad- 
justment Bureau receives four times the average return through 
bankruptcy proceedings. 


Whether you are in time to Save through collection in full or 
Salvage through maximum recovery by adjustment send your 
S. O. S. to the nearest office of the...... 


FREE 


Analysis of Your 
Sales Letters 


(or any piece of 
sales literature) 


@ If you will send us one, or 
more, of your Sales Letters (or 
any piece of Sales Promotion 
Literature) we will analyze it 
for you, revise it, if we think 
it necessary, and return it to 
you—without cost or obliga- 
tion. 


@ We make this offer to in- 
troduce our special Sales Let- 
ter work. We have had out- 
standing success with Sales 
Letters and Direct Mail Liter- 
ature. We offer the very fin- 
est obtainable in this field. 
Rather than dwell on past 
accomplishments, we prefer to 
show what we can do for 
YOU. Hence this offer. 


@ We do not merely “pep up” 
letters or literature. We have 
no formulas and no “canned” 
plans. We produce sincere, 
*thonest-to-God” copy that 
makes people respond with or- 
ders or inquiries. We may 
have a new angle on your 
product; we may be able to 
make your Direct Mail more 
resultful. Why not find out? 


@ A coupon is attached for 
your convenience. Simply fill 
it out and mail to us with the 
letters or literature you wish 
analyzed without cost or obli- 
gation. 


H. P. Preston 


Associates 


915 Broadway 
New York, N. Y. 


———— Tear off and Mail—-——— 
H. P. Preston Associates 

915 Broadway, New York, N. Y. 
Gentlemen: 

We enclose literature for your frank com- 
ment, analysis and revision. This is not to 
cost us a penny or obligate us in any way. 


Collection, 
y Sales survey 
(Continued from page 40) 


TEXAS: Collections and sales in 
Austin are slow. The absence of 6,000 
students from the University of Texas 
has a definite effect on conditions dur- 
ing the summer months. 

FT. WORTH reports the fol- 
lowing: Both sales and collections 
show some improvement over last 
month, although some lines report col- 
lections exceeding sales. The collec- 
tion of current bills still shows a high 
average and conditions generally show a 
tendency toward gradual improvement 
and a cheerful feeling seems to exist. 
Wholesalers, manufacturers and jobbers 
are faced with the same old problem of 
having to carry (possibly indefinitely) 
those customers who were unable to pay 
in 1929-1930 and 1931. Probably the 
only solution will be the granting of a 
moratorium.” 

WEST VIRGINIA: Neither sales 
nor collections in Parkersburg have 
shown any material improvement dur- 
ing the past month, both continuing 
slow. 

TERRITORY OF HAWAII: There 
does not appear to be any improvement 
in either sales or collections for several 
months now, in Honolulu. Conditions 
seem to be getting worse in this terri- 
tory. 
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Nothing’s beautiful except food to 
the man who’s hungry. 
—wWilliam Feather 


YOUR 
NEW 
ADDRESS 


FIRM NAME___ 
REPRESENTATIVE. 


1) Ae. 


NEW ADDRESS____ 
P.O. BOX NO. (if any) __ 


Lo! the poor 

y credit man 

See there, with bended back and fur. 
rowed brow, 

Scant locks and grey with dreadful 
weight of woe, 

His cheeks cadaverous and lean, and 
wrinkled deep : 

His sunken eyes seem ever prone to 
weep, 

His task is quite Herculean at best, 

A Spartan heart he needs to stand the 
test. 

“Kicks, cuffs and goads” his daily 
bread, 

And “care,” like cactus, shares his sleep- 
less bed. 

“Bad debts and doubtful” haunt him 
in his dreams, 

And “Loss percentage” evil tidings 
screams. 

“Sales volume” like a whip, with lash- 
ing urge 

*Gainst conservation doth eternal surge. 

“Collections,” that grim, spectral, flesh- 
less wraith, ; 

With mocking gesture bids him have 
good faith, 

“That in the future doth salvation lie, 

That his reward is coming bye and 
bye.” 

And so along his tangled way he gropes, 

Weighted down with fear, buoyed up 
_with “future” hopes, 

At last presents his cheque at Heaven’s 
gate, 

“Tough luck,” St. Peter moans, “We're 
broke,” “Too late.” 


—W. H. Andrews 
in the Canadian 
Credit Men’s Journal. 


To insure prompt service when 
your address is changed please 


fill this in and send it to us. 
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Court decisions 


INSOLVENT BANK. PREFERENCE. DE- 
POSIT FOR SPECIFIC PURPOSE. ESCROW. 
ARBITRATION FUNDS. (N. C.). 

Where a sum is deposited in a bank under 
an agreement that the bank hold the funds and 
distribute them in accordance with an award to 
be made between the interested parties by arbi- 
tration, and the bank receives the deposit and 
gives a receipt therefor stating that it had re- 
ceived the amount deposited in escrow under the 
agreement and that it would pay the sum to 
the interested parties in accordance therewith, 
and the deposit is credited to the bank’s “escrow 
agreement account” in its trust department, and 
the bank becomes insolvent: Held, the deposit 
was delivered to the bank under an agreement 
that it be applied to a particular purpose, and 
the bank had sufficient knowledge and notice 
of the trust character of the deposit and the 
purpose to which the deposit was to be applied, 
and the deposit was “‘a deposit for a specific pur- 
pose”, entitling the claimants to a preferred 
claim therefor against the: assets of the bank in 
the receiver’s hands. Judgment for plaintiff af- 
firmed. Parker & ano. v. Central Bank and 
Trust Co. of Asheville, et al. N. C. Supreme 
Ct. Decided February 17, 1932. 


CONDITIONAL SALE CONTRACT. ME- 
CHANIC’S LIEN LAW. APPLICABILITY. 
(ILL.). 

The Ley Fuel Company installed an auto- 
matic coal burner in an apartment building 
of appellee Weisman, and took from him a con- 
ditional sales contract which provides that title 
and ownership of the burner shall remain in the 
seller until the purchase price has been fully 
paid. Appellee Weisman failed to make pay- 
ments and the appellant filed a claim for me- 
chanic’s lien within four months after the com- 
pletion of the installation of the equipment, 
and thereafter filed a bill for the foreclosure of 
the lien. Some five months after, the appellant 
filed a claim for a lien as provided by the 
statute, the bill was amended in which amend- 
ment it was alleged that the appellant had 
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elected to abandon the title to the equipment 
installed and then sought to exert a lien and 
recover the amount of the purchase price due. 
To the till the trial court sustained a demurrer. 
The terms of the conditional sales contract pro- 
vide that the title and ownership of said auto- 
matic coal burner is to remain in the appellant 
until the purchase price and all obligations of 
the contract have been paid and met and not 
until then is the title to vest in the purchaser. 
It is quite apparent that the provisions for in- 
surance and the payment of the taxes on the 
burner show that it was the intention of the 
appellant that the said burner was to remain 
personal property and not as a matter of fact 
to become a part of the real estate. The seller 
also reserved the right, upon default of payment, 
to enter the premises and remove the burner. 
Held that the purpose of the Mechanics’ Lien 
Law, Cahill’s St. ch. 82 Par. 1, et seq., is to 
give a lien when materials or machinery have 
been furnished to the owner of certain lands 
and premises and converted into real estate, and 
made a part there of. The rights of the parties 
were fixed and determined at the time of the 
execution of the contract. The trial court cor- 
rectly held that appellant is not entitled to a 
mechanics’ lien because the rule is well settled 
that a mechanics’ lien must attach, if at all, 
as of the date of the making of the contract. 
In this case it is apparent that there was no 
intention to have a lien attach when the con- 
tract was entered into by the parties, but to the 
contrary it was agreed that the relation of buyer 
and seller should not exist and that the seller 
was to retain title and ownership of the burner 
with the right of removal. The appellant can- 
not, after the failure of the purchaser to com- 
ply with the contract, change the terms and 
intention of the parties thereto merely by elect- 
ing to abandon the title to the burner and seek 
a lien for the recovery of the purchase price. 
No lien existed. Decree dismissing bill af- 
firmed. Ley Fuel Co. v. Weisman & ano. Il. 
app. Ct. 2nd Dist. Decided March 15, 1932. 


CONDITIONAL SALES. 
TITLE THERETO. (N. Y.). 

Machines sold on conditional sale are claimed 
by the seller and also by the trustee in bank- 
ruptcy of the buyer. On July 15, 1931, the 
seller sold and delivered the machines to the 
bankrupt on a conditional sale agreement. On 
October 16, 1931, the bankrupt made an as- 
signment for the benefit of creditors. On Octo- 
ber 19th, a copy of the conditional sales con- 
tract was filed by the seller in the proper pub- 
lic office. On October 20th, an involuntary pe- 
tition in bankruptcy was filed against the facts, 
the referee held that the provisions in condi- 
tional sale agreement reserving property in the 
seller were void as against the bankrupt estate 
of the buyer. Held that this ruling was er- 
roneous. New York adopted the Uniform Con- 
ditional Sales Act in 1922. Personal Property 
Law Secs. 60-81 (i). Section 65 provides: 
“Every provision in a conditional sale reserving 
property in the seller shall be void as to any 
purchaser from or ‘creditor of the buyer, who, 
without notice of such provision purchases the 
goods or acquires by attachment or levy a lien 
upon them, before the contract or a copy there- 
of shall be filed as hereinafter provided. This 
section shall not apply to conditional sales of 
goods for resale.” Here the seller filed the 
agreement the day before the petition in bank- 
ruptcy was filed. His title was thereby saved, 
unless there is merit in the trustee’s contention 
as to the effect of the assignment for the bene- 
fit of creditors which preceded the filing of 
the conditional sale agreement. ‘The question 
in the case is whether under New York Laws 
the rights of a conditional seller who has failed 
to file the agreement are cut off by the buyer’s 
assignment for the benefit of creditors. The 
statute subordinates the seller under an unfiled 
agreement only to purchasers and to attaching 
or levying creditors of the buyer. His title is 
good against general creditors. It is good even 
against judgment creditors who have taken out 
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execution but have not actually levied. It js 
also valid against a receiver of the buyer ap. 
pointed on a general creditor’s bill in equity, 
And while there seem to be no authorities dj- 
rectly in point, a review of the situation of an 
assignee for the benefit of creditors makes jt 
plain that an unfiled conditional sale agreement 
is valid against the assignee of the buyer. Sec- 
tion 17 of the Debtor and Creditor Law, deal- 
ing with assignments for the benefit has no 
operation in the case of claims or liens which 
are valid against general creditors and are void 
only against levying creditors, no creditor hay- 
ing levied as a matter of fact; and the title or 
lien of the seller under an unfiled conditional 
sale agreement is a claim or lien of this charac- 
ter. Order of the referee reversed; title of the 
seller is vaid. Matter of Bauer & Hannigan, Inc. 
U. S. Dist. Ct. So. Dist. of N. Y. Decided 
March 10, 1932. 


BULK SALES LAW. VIOLATION. NECES- 
SITY OF KNOWLEDGE (KANS.). 

Appellant had a contract with the L. P. Benn 
Company, on which there was a balance due of 
$1,712.52. The Benn Company had a stock of 
oil and grease which it sold in bulk to Lee Scott, 
appellee. The Benn Company furnished ap- 
pellee a verified list of its creditors. This list 
turned out not to be complete. Before the sale 
was consummated appellee learned of some other 
creditors whose names were not on the list. He 
paid them. Scott complied with the statute 
with reference to giving notice to the creditors 
whose names were on the list of the proposed 
sale and of the date when he expected to take 
possession any pay therefor. The name of ap- 
pellant was not on the list of creditors. Appel- 
lant insists that appellee had knowledge of the 
fact that appellant was a creditor of the Benn 
Company or at least knew of facts sufficient to 
put him on inquiry. This was a disputed ques- 
tion of fact in the trial in the court below. 
Held that the fact that appellee had knowledge 
that appellant was omitted from the list of 
creditors and that he had knowledge of it suffi- 
cient to put him on inquiry was a disputed 
question in the pleadings. The case was tried 
on the theory that it was a disputed question 
of fact. There was evidence both ways. Evi- 
dently the trial court believed the appellee and 
his witnesses. By the general finding of fact 
in favor of appellee he found that appellee had 
no knowledge sufficient to put him on inquiry. 
The court had held many times that were a 
trial court has reached a conclusion as to a 
finding of fact- on disputed testimony it will 
not be disturbed on appeal. The buyer of a 
stock of goods, which sale is charged to be in 
violation of the bulk sales act, cannot be held 
by a creditor of the seller, whose name was 
omitted from the verified list of creditors fur- 
nished by the seller, where the buyer did not 
have knowledge that the creditor’s name was 
omitted and had no knowledge of facts which 
should have put him on inquiry. Highway 
Signs & Servicing Co. v. Scott. Kans. Supreme 
Ct. Decided March 5, 1932. 


REPLEVIN. CONDITIONAL SALE. 
CHATTEL MORTGAGE. (MICH.). 

Plaintiff brought replevin for a Frigidaire, 
and, from summary judgment in favor of de- 
fendant, has appealed. The article was sold to 
Clair B. Whitney on conditional sales contract, 
which is urged to be a chattel mortgage and 
void against the defendant as it was not filed. 
Held that the writing here is similar to those 
involved in Contractors Equipment Co. v. Reas- 
ner, 242 Mich. 589. Federal Com. etc. Bank 
v. Clay Machinery Co., 230 Mich. 33, which 
were held to be agreements of conditional sale, 
and a like holding is made in this case. Plaintiff 
sold the article to Whitney who was engaged 
in building and selling houses. It knew this 
to be his business, knew that it was usual to 
install refrigeration in the houses, and knew the 
article’ was to go into one of the houses. De- 
fendant, who purchased from Whitney the house 
so equipped, contends the writing void as to 
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him because not filed under Sec. 9550, Comp. 
Laws of 1929. (“Conditional sale of property 
for resale; written contracts, filing, discharge.”) 
It is argued by plaintiff that Whitney was not 
engaged in buying and selling refrigeration as 
such and therefore the statute does not apply. 
The court thinks what was here done falls 
within the statute; it was intended to cover such 
, transaction. Affirmed. Frigidaire Sales v. 
Pospeshil. Mich Supreme Ct. Decided April 4, 
1932. 

LIFE POLICY PAYABLE TO WIFE. CASH 
SURRENDER VALUE. RIGHT OF BANK- 
RUPT’S TRUSTEE THERETO. (WISC). 
Action by a trustee in bankruptcy to recover 
the cash surrender value of an insurance policy 
on the life of the bankrupt payable to his wife 
on his death. The policy provides that the 
cash surrender value is payable to insured on 
surrender of the policy within one month after 
defzalt in payment of a premium; and the in- 
sured has the right to change the beneficiary. 
By Sec. 110, Title 11, U. S. C. A. (Sec. 70 a 
of the Bankruptcy Act of 1898), there is vested 
in the trustee of a bankrupt, as of the date of 
the adjudication of bankruptcy, the estate of 
the bankrupt except as. exempt; Sec. 24 of 
Title 11 U. S. C. A. provides that the provision 
of the title shall not affect the allowance to the 
bankrupt of the exemption given by State laws 
at the time of the filing of the petition. Sec. 
246.09 of the Wisconsin Statutes provides that 
every policy of insurance made payable to any 
married woman shall be her “sole and separate 
property...free from the control, disposition 
and claims of her husband...and (his) credi- 
tors”; and sec. 272.18 provides that “all moneys 
arising under any policy of insurance payable 
to a married woman...shall be exempt from 
the claim of her husband...and (his) credi- 
tors”. It is under these provisions that the 
defendants claim that the cash surrender value 
of the policy is not payable to the trustee. The 
court below allowed an exemption following 
Allen v. Centra. Wis. Trust Co., 143 Wis. 381. 
Held, that the policy in this case is exempt 
under the exemption statutes, which were the 
same then as now. The policy there involved 
gave the insured the right to change the bene- 
ficiary, as does the policy here in suit, and it 
was there contended as it is here that this voided 
the wife’s rights to the policy and the money 
payable under it. The court held that the 
trustee’s rights were fixed as of the time of the 
adjudication of the bankruptcy and as the hus- 
band had not changed the beneficiary at that 
time what he might do thereafter, if anything 
he could do, could not confer any rights on 
the trustee. The wife was adjudged possession 
of the policy. Since under the case cited, the 
plaintiff is not entitled to possession of the 
policy he is not entitled to the cash surrender 
value of it, which by the terms of the policy 
is payable only on surrender of the policy. 
Judgment for defendants, respondents, affirmed. 
Cannon, Trustee v. Lincoln National Life In- 
surance Co. et. al. Wisc. Supreme Ct. Decided 
June 20, 1932. 
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Wholesalers aid retailers 
improve record-keeping 


A city-wide campaign to stimulate the 
keeping of better store records by retail grocers 
a one essential to successful business is being 
maugurated by the voluntary chain grocery 
wholesalers of St. Louis, Missouri, in co- 
Operation with the St. Louis Association of 
Manufacturers’ Sales Representatives and the 
Department of Commerce. 

The movement forms part of a general effort 
by the organized grocery trades of St. Louis to 
make practical application of results of the 
Louisville Grocery Survey and other merchan- 
dising studies made jointly by the Commerce 

partment and the interested industries 

Recent studies designed to chart the pit- 
falls leading to insolvency among retailers of 


the country have indicated lack of proper 
bookkeeping records as an important con- 
tributory cause in a large percentage of gro- 
cery bankruptcies. A survey of “Causes of 
Business Failures in New Jersey” made by the 
Department in cooperation with the Institute 
of Human Relations and the Law School of 
Yale University showed that of the grocery, 
meat, bakery and delicatessen failures studied 
26 per cent kept no books at all, while an addi- 
tional 37 per cent kept records declared to be 
inadequate. Nearly 54 per cent of the grocery 
store group that failed admitted that they took 
no stock inventories. 

In urging the keeping of improved records 
among the retail grocers of St. Louis the chain 
wholesalers plan to employ the “group dis- 
cussion” system developed by the Marketing 
Service Division of the Commerce Department, 
and now in use by active trade groups in a 
number of leading cities. Under this plan the 
local business men in related lines combine to 
meet regularly for the consideration of their 
common problems, basing their discussions upon 
the facts of their own experience, supplemented 
by newest data on scientific merchandising 
methods obtainable from the Department’s 
files. 

The St. Louis wholesalers’ movement for bet- 
ter bookkeeping also contemplates the issuance 
of weekly “educational bulletins,” to be dis- 
tributed to the retail grocery stores by the 
wholesalers’ contact men. The bulletins will 
also serve as material for use in the group 
discussion meetings. 

Details of the campaign have been placed 
in the hands of a special committee of the 
St. Louis grocery trade, which will also develop 
a definite program for studying the general 
problems of retail grocers with the cooperation 
of the St. Louis office of the Commerce Depart- 
mént. This program, it is expected, will shortly 
be presented to a general meeting representative 
of all branches of the local grocery trade. 


Illness a cause of 
business failure 


The total cost of medical, dental and nursing 
care, as ascertained for 345 persons who had 
failed, totaled $202,006, or-an average of $585 
per family. Of the total, 48.3 per cent was 
for physicians, 19.8 for nurses, 6.9 per cent for 
hospitals, 3.4 per cent for patent medicines, 0.1 
for osteopaths, 0.2 per cent for chiropractors, 
13.5 per cent for dentists, and 7.8 per cent for 
other costs. 

Copies of the report containing this informa- 
tion, “Causes of Business Failures and Bank- 
ruptcies of Individuals in New Jersey in 1929- 
30,” may be had for 10 cents. * * * 


Efforts to end 
unethical practices 


Competitive problems facing many large and 
small business enterprises are being reflected in 
increased efforts to stamp out unfair and un- 
ethical trade practices and also in a greater 
willingness among the members of industry to 
promote harmony within their ranks, according 
to a recent statement by the Chairman of the 
Federal Trade Commission. 

There is an increasing tendency on the part 
of the trade to call upon the Commission to 
exercise corrective action, not only to protect 
itself against false representations by competi- 
tors, who in some cases may use extraordinary 
means to sell goods, but to act as the medium 
for the development of self regulation under 
public supervision, he said. 

“The practices of a manufacturer or dis- 
tributor, ignored by the trade a few years ago, 
are now the subject of close vigilance for their 
effect on an entire industry. The small man 
as well as the large is reported to the Commis- 
sion if his practices are believed to be unethical 
and the number of investigations which must 
be made pursuant to these applications has 
therefore increased. 


“The temptation of a leading or dominating: 
interest in an industry or trade group to ‘hold 
out’ in matters of trade practice conferences 
is observed to be lessened at the present time 
and the Commission finds that there prevails 
a more sympathetic attitude among members of 
a group as each realizes the universality of eco- 
nomic stress. It makes for less quibbling at 
trade practice conferences with the Commission: 
and a more genuine desire to agree on trade 
practice rules.” 


Charge for 
overdue accounts 

No statistics are as yet available on results 
but it is reported that the store managers are 
all very enthusiastic over the response from 
customers, many of the customers having paid 
overdue accounts shortly after receiving the 
notice and very little opposition to the plan 
having been evidenced. It is felt by the co- 
operating group that the lack of opposition 
may be attributed in part to the fact that so. 
many stores adopted the policy, Domestic 
Commerce reports. 


Interchange 
‘ resolution 


This Convention reaffirms its belief 
in the soundness of full codperation be- 
tween credit departments of wholesale, 
manufacturing, and financial enterprises 
in the exchange of ledger experience on 
accounts in which they are mutually 
interested. 

Because of the enormous volume of 
business carried on by such enterprises,. 
and the vast number of transactions in- 
volved, the use of so-called standard 
forms of direct inquiry is economically 
unsound and therefore should be dis- 
couraged. The Bureaus of our National 
Interchange Clearance System are cap- 
able and can supply this information if 
their services are effectively utilized by 
the types of business above referred to,. 
at a2 minimum of cost with maximum 
effectiveness 

Wholehearted, honest, and unre- 
stricted exchanges of data reflecting 
customers’ buying and paying methods 
will control the volume of commercial 
credit which is our secondary or in- 
tangible medium of exchange to limits 
proportionate to the volume of business 
resulting from the consumption of 
goods and services which the market 
can safely and profitably absorb. 

Just as our Federal Reserve System 
supplies currency in proportion to the 
requirements of commercial needs sub- 
ject to the limitations provided by law, 
so can the amount of commercial credit 
be properly limited by business inter- 
ests themselves without governmental 
supervision if they will intelligently use 
the services of the National Credit In- 
terchange Bureau System. 

—Adopted by N. A. C, M.’s 
Detroit Convention, June, 1932. 
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Liquidating 
Consumer 
Indebtedness... . 


UNDREDS of thousands of families borrow millions 
| | of dollars every year from Household in sums of 


$300 and less. 


These loans rarely create new debts. More than eighty per 
cent of them help to liquidate credit already extended by 


merchants, landlords, etc. 
Every loan application is carefully studied; it must help 


the borrower out of debt, and not sink him further into 


debt, or it will not be made. 


Monthly repayments average less than ten per cent of the 


borrower's income; keeping the family in the retail com- 
modity market while it works out of debt on a reasonable 
plan of refinancing itself. 


Such is the family financing service rendered by House- 


hold that is liquidating consumer indebtedness. 


HOUSEHOLD 


FINANCE CORPORATION 
and Subsidiaries, Palmolive Building, Chicago 


One Hundred Forty-Eight Offices in Ninety Cities in . . . ILLINOIS . . . INDIANA . . . IOWA .. . MARYLAND . 
MASSACHUSETTS . . . MICHIGAN . . . MISSOURI .. . NEW JERSEY . . . NEW YORK. . . PENNSYLVANIA... . RHODE ISLAND . . . WISCONSIN 


When writing to Household Finance Corporation, please mention Credit & Financial Management 





